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“To break the law of his land – to turn bad news into good news – is the entrepreneur’s prerogative.”
				-Aravind Adiga from his book “The White Tiger”

1.0 INTRODUCTION

The aim of this paper is to understand what resources necessity​[1]​ entrepreneurs use in two different resource-depleted post-Socialist peripheries. Necessity entrepreneurship is a fractured and often ignored field of study. There are two main reasons for this. The first is that necessity entrepreneurship is viewed to be too idiosyncratic to study (Shane, 2003) and second because it is seen as relatively unimportant in impacting the economy due to its high failure rates, the imitative characteristics of its products and services, its low impact on GDP and job creation, and finally because of its smallness in terms of employees and profit (GEM, 2006). Further, high levels of necessity entrepreneurship are seen as indicators of structural weaknesses in an economy and in a nation’s institutions. Indeed, this form of entrepreneurship is seen as needing to be patiently tolerated, while acting as an economic stepping stone to an economy capable of supporting large firms and growth-oriented entrepreneurship  ADDIN EN.CITE (Baumol, 1990; GEM, 2006; Scase, 1997; Schumpeter, 1947). For all of the above reasons, entrepreneurship researchers and policy-makers tend to favour innovative, high technology forms of entrepreneurship because of its more visible benefits to society. 

Though academic research tends to focus on growth-oriented entrepreneurship, policy-makers are in need of some answers as to how to develop entrepreneurship in the world’s resource depleted environments. International institutions from the World Bank, the IMF, the EU and even individual nations have entrepreneurship development strategies for the purpose of economic development. Unfortunately, entrepreneurship development tactics for peripheries are often transplanted from the core with mixed to disappointing results (North & Smallbone, 2006). Therefore, an approach to examining necessity entrepreneurship is needed.

Since the entrepreneurial process is mainly about seeking, recognizing and exploiting resources (Shane, 2003), this paper presents a framework whose purpose is to make it easier to assess resource structures in different peripheries. Segmenting each periphery and assessing its resources highlights the importance of approaching each periphery as a separate organic structure, each with its own resource strengths and weaknesses. The segmentation of peripheries and their resources ultimately provides more tailored information on how the periphery in question should be approached for developing entrepreneurship. This avoids the “amputation and transplantation” of strategies and programs from the urban core.

After explaining the elements of the framework, this paper provides an example of how it can be applied by charting the resource-seeking behaviour of Croatian entrepreneurs in two periphery types: an agricultural periphery and in a medium-sized town in the periphery. The research questionnaire was formed by the following two questions:  

1) What resource structures are used and for what purpose by necessity entrepreneurs in two Croatian (post-Socialist) peripheries?

2) How do the entrepreneurs assess the resource structures in terms of their strengths and weaknesses? 

These questions are answered in the empirical summary and will help inform the overarching research questions in the conclusion which are: 

3) How do resource structures determine the entrepreneurial process in two different peripheries?

4) How are the benefits of necessity entrepreneurship characterized for the local economy & society? 

It is compelling to understand how these entrepreneurs in especially challenged regions find their resources if, at first glance, it seems that resource levels are low or even non-existent. Therefore, it is important to isolate which resources are important to necessity entrepreneurs and if any resource structures act as barriers to entrepreneurship development.

Answering the above research questions fulfils three research needs. The first is to demonstrate how a resource and geography-focused analytical framework can be used to examine the resource-gathering actions of necessity entrepreneurs. I prove that the process of necessity entrepreneurship is not idiosyncratic but can be mapped if the path of resource acquisition is followed.  The second need this paper fulfils is to provide a better understanding of necessity entrepreneurship in two peripheries of a nation in transition. And finally, a third need that is fulfilled is that this framework is easily transferable to a variety of peripheries and different kinds of entrepreneurial action which means that it can be used as an assessment tool for policy-makers and practitioners helping them make more informed, relevant, and targeted resource investment decisions to develop entrepreneurship. 

This study is organized in eight parts. After the introduction, a theoretical background is presented based on previous literature which highlights the gaps in research about necessity entrepreneurship in peripheries. The third section is the study context where a brief overview of the macro-economic environment and entrepreneurship in Croatia is examined, as well as the peripheral region in question (Slavonia). The fourth section presents the analytical framework where each resource structure is explored from the standpoint of previous entrepreneurship and regional development literature. With the help of this literature, some questions are raised whose answers should aid in answering the research questions. The fifth section presents the empirical research approach which took the form of 20 semi-structured interviews of necessity entrepreneurs. The sixth section provides the results of the empirical study which is presented in a mixed quantitative and qualitative form. Section seven is the empirical summary which answers the first two research questions. The eighth section, the conclusion, begins with part of the empirical contribution of this research answering research questions three and four. After the empirical contribution, this paper’s theoretical contributions to the fields of entrepreneurship and regional development are considered. Finally, a few suggestions are made for policy-makers and practitioners interested in creating targeted and relevant interventions to support the development of entrepreneurship in CEE peripheries.

2.0 THEORETICAL BACKGROUND

This section has three goals. The first is to discuss the different aspects of the terms “entrepreneurship” and “periphery” which, due to their inexactness have created vagueness in the field of economic development. The second goal is to present Resource-Based Theory (Penrose, 1959) and the Theory of Institutions (North, 1990; Scott, 1995) to illuminate how resources and the institutions channelling them influence the characteristics of peripheries and of entrepreneurship. The final purpose is to present what previous research has done in characterizing entrepreneurship in peripheries, where the research gaps are and what the critical elements should be when examining this phenomenon. 

2.1 Terms and Definitions

Researching the phenomenon of entrepreneurship in peripheries can be confusing because both the notions of “entrepreneurship” and “periphery” have no generally accepted definition in their fields. Understandably, this definitional inexactness poses a particular problem for attempting to characterize entrepreneurship in a peripheral/rural area. Therefore, the working definitions used in this paper for entrepreneurship and peripheries are explained by distilling previous research on both topics. 

Clarifying Definitions of Entrepreneurship

The definitions attempting to explain entrepreneurship have certain elements in common. They show that all forms of entrepreneurship (growth/necessity, or productive/unproductive) have to do with the same process. This process assumes the existence of resources and/or opportunities, and comprises of their identification, creation and exploitation for profit. The field of entrepreneurship basically differentiates between two forms of entrepreneurship: necessity (or lifestyle) and growth (innovative or opportunity) (GEM, 2007). It is the entrepreneur’s initial motivation for starting a business which decides whether one can call the business growth or necessity-oriented. The growth-oriented entrepreneur starts his/her business because of a new and innovative opportunity in which potential exists for high profits, the generation of jobs and the creation of a large business. This form of entrepreneurship has considerable reverberations throughout an economy affecting GDP and employment growth as well as shifting industries and economies to new, higher levels of operation. This form of entrepreneurship is the least common yet the most researched. Examples of growth forms of entrepreneurship can be characterized by the personal computer and “dotcom” revolutions.

Necessity (and lifestyle​[2]​) entrepreneurship is by far the most common form of entrepreneurship in the world. The necessity entrepreneur is motivated to start his/her business because no other option for employment exists. This form of entrepreneurship is characterized by staying at a sole-proprietorship level or employing maybe one or two others. Unlike, growth entrepreneurship, this form of entrepreneurship (without a critical mass) has little or no effect on GDP or employment, is often imitative, and has large failure rates. High numbers of necessity entrepreneurs point to structural problems in a nation’s economy meaning that large firms or growth oriented entrepreneurship cannot be sustained. Little is understood about the entrepreneurial process of necessity entrepreneurs and their contribution to society.

There are two problems with these typologies of entrepreneurship. The first is that they are frozen in a moment for more ease in designing quantitative research (e.g. GEM research has delineated these terms). For example, a person may start a business because of necessity however after a few years they may choose to stay in the business as a lifestyle entrepreneur, hire more people and expand their business. They may even morph into growth/innovative entrepreneurs with more practice and confidence. These changes in motivation are not recorded. The second problem with these typologies is that necessity entrepreneurship implies a lack of innovation. If innovation is defined as something new for the person or region in question, then it can be suggested that necessity entrepreneurs could also provide innovative acts and innovative products or services. Yet, most of the research and literature to date suggests that this is not so (Scase, 1997; Shane, 2008).

Clarifying Definitions of the Periphery

The definitions explaining the notion of “periphery” always mention a distance from a core/urban area in which resources flow to and agglomerate to the detriment of the periphery. The word “periphery” is often interchanged with the word “rural”. This adds to the confusion because the word “rural” can have many meanings, therefore, the term requires further differentiation. The most complete differentiation is presented by Arzeni, Eposti, Sotte (2002) who break peripheries down into four different notions: close to an urban centre; having traditional, historical, natural value; agricultural; and remote. These authors’ differentiation has an implication for the field of entrepreneurship. It can then be deduced that each periphery has a distinct set of resources and a specific level of resource depletion which impacts the outcome of entrepreneurship. How resource structures are set in place and made available for entrepreneurial endeavours can be framed from the convergence of Resource-Based Theory and Institutional Theory which is done in the next subsection.

2.2 Resource-Based Theory (RBT) and Institutional Theory:
      Explaining entrepreneurial outcomes

How can the nexus of institutions, resources and entrepreneurial outcomes be understood? This interaction is explained by RBT and Institutional Theory. Resources can tell us why we have different entrepreneurs and different types of entrepreneurial action (Baumol, 1990; Penrose, 1959). One part of the answer lies in the tenets of RBT which states that heterogeneous, non-imitable resources, especially human and managerial, are responsible for the creation and growth of firms (Penrose, 1959). Since entrepreneurship is an individual process and not a collective one, the entrepreneur functions as a firm. Therefore the entrepreneur is impacted by internal and external resources. The internal resources are found in his psychological traits and non-psychological capability set. This is what Barney (1991) calls “human capital resources” of which networks, experiences, education, and social capital are included. External resources are found in the environment in which the entrepreneur is embedded in. The “environment” is conceptualized by Barney (1991) to include physical capital resources and organizational capital resources. Physical capital resources are all tangible resources necessary for production. Organizational capital resources are related to the context of the firm. I expand the notion of context to also mean a larger context like the policy, economic and cultural environment affecting the way resources are channelled. Thus, the levels of human, physical, and organizational capital will determine whether imitative, necessity entrepreneurship or innovative, growth entrepreneurship emerges. These resources are a part of a dynamic determined by the formal and informal institutional environment. The link between institutions and resources determining the outcome of entrepreneurship is described below.

Douglass North (North, 1990) maintains that the institutional environment determines the formal and informal rules of engagement, it places constraints on human action and may increase or reduce uncertainty. William Baumol (1990) used North’s rule-setting view of institutions to offer insight into different levels of supply of entrepreneurs and, most importantly, why some forms of entrepreneurship are productive, unproductive or even destructive. He, like Mises (1949), believes that entrepreneurship is a characteristic of human action and is present anywhere and at any time. In Baumol’s view, what matters is how institutions channel the efforts of individuals in different directions depending on the quality of the prevailing political, economic and legal institutions. How exactly do institutions do this? 

Boettke & Coyne (2007)​[3]​ believe that institutions determine the character of entrepreneurship through the channelling of resources. For example, institutions have control over the three categories of resources mentioned previously: human, physical, and organizational capital. When institutions channel resources, they actually control how entrepreneurs view and use them. Scott (Scott, 1995) states that institutions can have cognitive/cultural, normative and regulative control. On the individual level and in an entrepreneurship context; cognitive/cultural control is exercised in the way the individual views entrepreneurship and the process of trade based on the cultural framework.  Normative control sets the stage for whether entrepreneurship is a socially accepted activity and under what norms and values is it practiced. Finally, the power institutions have in exercising regulative control is seen in the way trade is supported or not supported through various laws, statutes and informal rules. 

With the aid of theories from Penrose, Barney, North, Baumol, Boettke & Coyne and Scott, a stream of cause and effect can be delineated between resources, institutions and entrepreneurial outcomes. It can be described in the following chain of events: Formal and informal institutions affect the availability and use of human, physical and organizational resources by exercising cognitive/cultural, normative and regulative control which determines the outcome of entrepreneurial activity into productive, unproductive or destructive forms.

One can easily imagine that an iterative process could be unleashed here. For example, the outcome of entrepreneurship into productive, unproductive or destructive forms changes the status of resources in an environment. This change in the state of resources, changes the outcome of entrepreneurship again and so on.

2.3 Entrepreneurship in Peripheries: Little interest & fractured focus

A periphery is peripheral because resources are scarce, institutions are thin or non-existent and there is the problem of existing resources continually flowing into core/urban areas (e.g. the educated peripheral youth moving to and staying in the core.). As a result, only simpler, less resource intensive forms of entrepreneurship can exist there. To understand the dynamic of entrepreneurship in peripheries, literature is taken from the convergence of three research disciplines: entrepreneurship, emerging economies, and regional development. 

Addressing entrepreneurship in emerging economies is an understudied discipline (Bruton, Ahlstrom, & Obloj, 2008)​[4]​ to the extent that it is not anchored into mainstream academic (entrepreneurship) dialogue and research. The research that exists is found in institutional reports by the World Bank, IMF, OECD and is born from the need these institutions have to solve economic problems and create relevant programs. Academic research on entrepreneurship in emerging economies has a varied focus yet includes a wide array of academic sources for example:  ADDIN EN.CITE (Ageev, Gratchev, & Hisrich, 1995; Herslund & Sorensen, 2004; Kalantaridis, Labrianidis, & Vassilev, 2007; Mihaly Laki & Szalai, 2006; Lorentzen, 2006; Manolova, Rangamohan, & Bojidar, 2008; Piasecki, 1995; Smallbone & Welter, 2006; Utsch, Rauch, Rothfuss, & Frese, 1999). Even rarer is entrepreneurship research placed in rural/peripheral settings in emerging economies. Studies that do so take the research perspective of policy (Arzeni et al., 2002; Piasecki, 1995; Potter, 2005), institutions (Kalantaridis et al., 2007), and on the types of entrepreneurship (Herslund & Sorensen, 2004). According to Kalantaridis (2004), research by Elizabeth Chell (Chell, 1990) remedies the research fragmentation by conceptualizing entrepreneurship in a rural context. This study was followed up with empirical research by Kalantaridis (2004) where he explores the sources of entrepreneurship in rural areas and to what extent entrepreneurship is influenced by rural characteristics. 

Both Kalantaridis and Chell use of the term “rural” to mean what Arzeni, Eposti and Sotte (2002) call the agricultural periphery.  Other researchers have used rural to mean a place of historical and cultural significance (Anderson, 2000). The result of having variable definitions has influenced a dispersion in previous research, so much so, that little dialogue can take place between those researchers having the “periphery” as their focus. The field of entrepreneurship has a similar problem but in the last 20 years it is further along in its development of definitions and therefore of its academic dialogue.

It can be argued that the inadequate or fractured research interest in peripheral entrepreneurship has affected policy decisions in two ways. The first is that peripheral entrepreneurship policy is replicated on an ad hoc basis taken from measures used in the core, which are not always successful (Smallbone et al 2002). This is seen, especially in Eastern Europe, by the enthusiastic embracing of buzzwords and of notions like industrial districts, technology parks, clusters, entrepreneurship centres without a complete understanding of the benefits of such constructs and if the resources of the region in question can sustain them. On the opposite side of the spectrum, entrepreneurship in the periphery is often completely ignored by national or regional support frameworks (Bryden and Hart 2005). These behaviours show that entrepreneurship in peripheries is not well enough understood to decide on appropriate policy interventions.

Peripheries are changing. Improvements in transportation infrastructure and ICT have brought about important reductions in physical, social and even cultural distances separating the periphery and the core. This means that resource structures are changing; enabling new resource inflows to peripheries. Not only are resources becoming available from one core but also from many others. No longer is there a linear relationship between periphery and core but a web of connections is possible​[5]​.  What was once far and unattainable is close and within reach. The implication of this is that peripherality places less emphasis on geography and is defined more within the individual through levels of education, foreign language capability, cultural flexibility, and career experiences (Lorentzen, 2007). The higher one’s individual capabilities are the more a person is able to exploit resources.  Because individual capabilities are lower in the periphery, it has been found that in European and OECD countries most rural areas have not experienced a convergence toward entrepreneurship levels mimicking those of the core despite decreasing distances and access to formal institutions (Smallbone & Welter, 2006). Some answers can be rooted in the fact that there is a lack of human capacity for using ICT effectively by the peripheral population (Lorentzen, 2005). Also, there are some indications that many rural areas are lagging in entrepreneurial levels because of inappropriate socio-cultural traits of the informal institutional environment (Fornahl, 2003). Thus, the impact of education, foreign language ability, and experience with cultural diversity should not be underestimated when considering entrepreneurship development.

In this section, it was important to lay out the theoretical background of this study first by presenting the definitional inexactness of the two main notions: entrepreneurship and rural or periphery. Because of this inexactness the research environment has difficulty delineating exactly what kind of periphery is being examined as well as identifying the entrepreneurial outcome. A major factor in understanding the nature of peripheries and the forms of entrepreneurship engendered is the presence or absence of resources and the quality of institutions channelling them. RBT and Institutional Theory provide a logical starting point in understanding the interplay between resources and institutions. Peripherality can no longer be determined based on geography because of increasing ICT availability which shortens the distance of information, knowledge and social network flows. However, what defines peripherality now more than ever are the capabilities of individuals which influence how ICT is used and which cores can be accessed for resource-seeking and exploitation. Therefore, the critical element in examining necessity entrepreneurship in peripheries has to begin with resource structures embedded in the individual and in the environment and how they change depending on type of periphery. 

3.0 STUDY CONTEXT 

The purpose of this section is to set the context of this study by briefly characterizing Croatia and the peripheral region, Slavonia​[6]​ from a historical and economic perspective. Secondary sources are used to shed light on why mostly necessity entrepreneurship is engendered in Croatia and specifically Slavonia.

3.1 Historical & Economic Issues in Croatia 

Croatia has 4.5 million inhabitants. It is a nation marked with a difficult historical and economic legacy. In the nation’s 1000 year history, only about 200 years were marked by self-rule, most of them from 900-1100 AD. Croatia has had a history of some industrialization and entrepreneurial endeavoring during Hapsburg rule before WWI, but almost all of this experience was relegated to larger cities with some craftsmanship and agricultural venturing occurring in the regions and villages. After 1945, Yugoslavia’s central planners, like all Communists, began a process favoring large industries with mass production, channeling entrepreneurial actions only to crafts. Therefore, leadership experience for Croatian managers above the age of 50 stems from running large, state-run firms during Communism. A legacy of socialism is known to restrict free market and entrepreneurial behaviour because of the socio-economic conditioning to stay within the status quo, abdicate decision making to those of higher authority or solve problems collectively and abstaining from taking personal responsibility (Lorentzen, 2006). It also carries with it business norms that are not necessarily helpful in navigating through change toward a market economy. Managers influenced and isolated by centrally-oriented economies often lack expertise in free market management practices. Since bargaining for resources from a hierarchy was the norm, efficiency and profit orientation were less important which encouraged a business culture of risk avoidance and preservation of the status quo (Lorentzen, 2005). The predominant form of entrepreneurship, necessity entrepreneurship, was ignited by Croatia’s secession from communist Yugoslavia via the war which started in 1991 and ended in 1995. With damage to industries and infrastructure amounting to 22 billion USD, the most common career options in Croatian peripheries are emigration to urban areas or starting a business. The map in Figure 1 shows the region Slavonia to right of the black line. This was the second most damaged region in the war.

Figure 1: Map of Croatia


		          Note: Slavonia is to the east of the black line

Croatia is a small open economy which is relatively poor in an EU comparison. Some macro-economic indicators are stable such as the inflation rate and the currency rate (Croatian National Bank 2008). The economy is growing and even with adjusted forecasts taking into account the market crashes of 2008, a modest growth is forecasted (Eurostat). Other macro-economic indicators are weak like the high unemployment rate and low net monthly salaries. These statistics suggest fragility in the industrial structure and in the labour market. The trade deficit suggests that Croatia does not have a robust export/trade strategy most likely due to weaknesses in the industrial structure, in other words, not having a competitive advantage in any one industry or product.

Table 1: Macro-Economic Statistical Comparison - 2007: Croatia vs. EU25 Mean

Economic Statistic	Croatia	EU25 Mean
GDP (million Euro, current prices)	42.8	122.0
GDP per capita	9,656	25,800
GDP real growth rate	2.4%*	0.8%*
Inflation	2.9 %	2.3%
Exports as % of GDP	42.8 %	40.3%
Imports as % of GDP	50.2 %	39.6%
Unemployment Rate	9.5 %	7.1%
Avg. net monthly salary	700 Euros	2,440 Euros
     * adjusted after the market crash of 2008

Source: Eurostat & Croatian National Bank Statistical Yearbook     http://epp.eurostat.ec.europa.eu/portal/page/portal/publications/eurostat_yearbook (​http:​/​​/​epp.eurostat.ec.europa.eu​/​portal​/​page​/​portal​/​publications​/​eurostat_yearbook​)	    http://www.hnb.hr/statistika/estatistika.htm


Even though Croatia’s standing against the EU mean is weak, over a five year period, Croatia’s GDP, and per capita GDP have been increasing (up until the market crash of 2008) and unemployment and inflation have been decreasing (Table 2). 

Table 2: Key Economic Indicators over 5 years: Croatia

	2004	2005	2006	2007	2008
GDP (current prices, million Euro)	32.8	35.7	39.1	42.8	47.3
GDP per capita 	7, 380	8,043	8,807	9,656	10,682
Inflation Rate (%)	2.1	3.3	3.2	2.9	6.1
Avg. Growth Rate (%)	4.2	4.2	4.7	5.5	2.4
Exports (% of GDP)	49.7	48.9	49.7	49	41.9
Imports (% of GDP)	57.5	56.9	57.4	57.3	50.1
Unemployment Rate (age 15 +)	13.8	12.7	11.2	9.5	N/A
Source: Croatian National Bank Statistical Yearbook 
http://www.hnb.hr/statistika/estatistika.htm

How could Croatia’s economic situation impact entrepreneurship? The positive aspects are certainly the growing economy, the stable prices and currency, as well as the low cost of labour. The high rate of unemployment may force people into necessity entrepreneurship because no other options for employment exist. The trade imbalance suggests that firms are small and have fewer international markets. Therefore, the macro-economic landscape seems like it supports necessity entrepreneurship characterized by small firms with imitative products selling mainly to domestic markets. 

3.2 Regional Entrepreneurship in Croatia: The case of Slavonia

Slavonia is mainly an agricultural region in eastern Croatia and was always considered to be the nation’s breadbasket. It is a region dotted with a few medium-sized cities but is mostly rural and agricultural. Slavonia’s population is roughly 891,260 or 20% of the population of Croatia. Because of Socialism’s hold for 45 years, entrepreneurial traditions in Slavonia have been limited to small craftsmanship (shoemakers, seamstresses, goldsmiths, ceramic tile layers) and cottage industries (cheese, sausage, wine or schnapps making). After the War of Independence ended in 1995, new businesses increased with the liberalization of markets but the socialist legacy hung on in terms of institutions not adapting quickly enough to support individual initiative (Pike, 2007). Returning soldiers found their old places of employment destroyed or dismantled due to dubious privatization schemes. This elevated Slavonia’s unemployment levels to one of the highest in Croatia with figures between 18-27% ​[7]​. An economic depression took hold because of Slavonia’s lack of agricultural competitiveness in the European market and having its industry, for the most part, destroyed. 

Slavonia’s peripheral status strengthens with every passing year. Restructuring and repatriation after the war have been very slow because of the bureaucratic centralized decision-making in Zagreb (Singer, 2007) and because of Slavonia’s decreasing economic importance to the nation. The young and talented do not have many choices. They leave either for Zagreb, seek temporary seasonal employment or move outside of Croatia. If they stay, their career choices are limited, most often remaining unemployed. Then there are the necessity entrepreneurs who despite the above-mentioned weaknesses manage to create sustainable businesses in this region. 

Entrepreneurship in Slavonia is burdened by three main weaknesses. The first weakness is that this region has historically been agrarian and thus never had a flourishing culture of commerce. The second weakness is found in Slavonia’s physical, cultural and cognitive distance from the economic and social resources of other Croatian urban areas. As a result, resources from Slavonia flow to the urban cores especially human resources. Even with more accessible ICT and better infrastructures, the educated and talented young still leave for Croatian urban centres or to the West. The third handicap is that this region was one of the most compromised during Croatia’s War of Independence, sustaining great losses in population due to out-migration, a devastated industrial structure, and damaged infrastructure. It is then especially compelling to understand how entrepreneurs function in one of the most depleted regions of Europe under this triple handicap. 

The Global Entrepreneurship Monitor’s results for Early Stage Entrepreneurial Activity (TEA) shed light on the entrepreneurial environment in Slavonia. The GEM uses this term to explain the phase from business start-up to 3.5 years into a business. Three and a half years of business activity is considered to be long enough to avoid beginning stage business closures. ​[8]​ If a closer look at the TEA scores in the core (Zagreb) and periphery (Slavonia) in Table 3 is taken, there is more entrepreneurial activity in Zagreb, the capital, and it is steadily increasing. An interesting change of events has occurred in the Slavonian periphery.  TEA has steadily lagged behind Zagreb except in 2006, where it was surpassed. The catalysts for more entrepreneurial activity in that year were new low interest loans becoming available for entrepreneurs outside of agriculture and EU incentives for agricultural entrepreneurship.  

Table 3: Total Entrepreneurial Activity: The Core vs. the Periphery

Region	2002	2003	2004	2005	2006
Zagreb	4.89	4.30	4.42	8.43	7.77
Slavonia	2.11	1.00	4.44	4.91	8.84
 			    Source: GEM Croatia Research 2006

Even though Slavonia experienced increased entrepreneurial activity, we still do not know the type of entrepreneurship being practiced. As mentioned in the theoretical section of this paper, not all motivations for starting a business come from economic strength or offer society the same benefits. Therefore in Table 4, we can see that the main motivation for starting a business in Slavonia was necessity or not having any other employment options. 

Table 4: Motivation Index, Regional Differences
Motivation = TEA opportunity/TEA necessity

Region	Motivation Index
Zagreb	1.74
Slavonia	0.5
Source: GEM Croatia Research 2006

Table 5 provides insights to better understand the characteristics of the opportunity entrepreneurs in Zagreb and the necessity entrepreneurs in Slavonia, 

Table 5: Demographics of Entrepreneurs 2006: Zagreb vs. Slavonia
New business owners entrepreneurially active up to 3.5 years
(Percent of Adult Population)

		ZAGREB	SLAVONIA
Gender	Female	38.7	37.5
	Male	61.3	62.6
Education	< Secondary School	6.3	17.4
	Secondary School	50	73.9
	University or Higher	43.8	4.3
	No Answer	0	4.3
Age	18-24	12.9	13
	25-34	38.7	30.4
	35-44	25.8	30.4
	45-54	16.1	21.7
	55-64	6.5	4.3
Monthly Income in Kuna’s*	No Income	0	20.8
	Up to 1000	6.7	9
	1001 – 2000	3.3	12.5
	2001 – 3000	3.3	25
	3001 – 4000	6.7	12.5
	4001 – 5000	20	8.3
	Over 5000	50	11.9
	No answer	10	0
	       Source: GEM Croatia Research 2006
	       * The Kuna is the Croatian currency and its value as of 02/09 is: 5Kuna = 1 Euro
In Zagreb and Slavonia, more men become entrepreneurs and they are mostly between the ages of 25-44. There the similarities end. The entrepreneurs in Zagreb are more educated (more likely to have university degrees) and, as a result, have higher monthly incomes. This could imply that the reasons for having less educated entrepreneurs in the periphery involve: 
	education not being as accessible due to geography and low levels of disposable income; 
	the fact that necessity motivated businesses do not require high levels of education
	The agricultural and service orientation of many of the businesses (versus businesses outputting a form of high technology product). 

The types of businesses or industries in Slavonia are depicted in Table 6 and in Figure 2. They show the structure of employment and industry in Osijek-Baranja County. This is the largest and most populated county in Slavonia and it is where half of the entrepreneurs interviewed for this study live. Small business owners account for approximately 15% of the employed population in this county. The industries representing the types of employment are:   

Table 6: Employment Structure Osijek-Baranja County 2006

Total Persons Employed	88,598	Percent of Persons Employed
     Small Business Owners/Craftsmen	     13, 490	15%
     Employees	     75,108	85%
          Small mfg: metal, plastics, etc.	          21,540	24%
          Industrial Processing	          16, 678	19%
          Retail/Trade	          12, 006	13%
          Government	           6,850	11%
          Education	           6,850	11%
          Construction	           6,004	8%
          Agriculture, Hunting, Forestry	           4,360	6%
Source: Zupanija u Brojkama – Osijecko/Baranjska Zupanija 2007

From a service standpoint, the ubiquitous cafes, small retail establishments, craftsmen and repair services are the norm. The structure of industrial output in Slavonia is seen in Figure 2. Food and beverage production and the category of “other”, which is made up of small manufacturing, account for most of the industrial structure. This can suggest that most small firms in Slavonia will be involved in agriculture and in food and beverage production. 

A few strengths do exist in the region. Out of Slavonia’s two large universities, the most active in regional development and entrepreneurship is Osijek University. A team of professors at Osijek University are responsible for the Croatian data for the GEM. Recently, a Master’s degree specializing in entrepreneurship has been instituted. These professors have been active in community outreach programs for the development of entrepreneurship, clusters and incubators. Another strength, are the region’s young people who choose to stay. They are ICT savvy and as a result, are decreasing the cognitive and cultural distance to Zagreb and the rest of the world. A third strength reflects what is true to most Eastern European countries. Croatia’s primary and secondary education system is on a fairly high level. Most of the population completes secondary school and about 20% enrol in tertiary education. The quality of primary and secondary education in Slavonia is on par to that in other parts of Croatia, Zagreb included (Croatian Ministry of Education). 

The aim of this section was to establish a general historical, economic and entrepreneurial context of Croatia and when possible, of Slavonia. This section serves to highlight the fact that Slavonia has a high level of resource depletion and is likely to continue losing resources, especially human capital, to Zagreb and other EU nations. Under these conditions, the difficulty of developing a robust entrepreneurial culture is especially compromised. The following section introduces the analytical framework which is used to gain a better insight into the structure of resources affecting entrepreneurship in Slavonia.   
4.0 ANALYTICAL FRAMEWORK: Resources & Peripheries

The aim of this section is to present an analytical framework which places different resource structures against different peripheries. While following this framework an assessment is made of how each resource structure affects entrepreneurship using previous literature. From this assessment, questions for the entrepreneurs are formulated which are used in this study’s questionnaire. 

Why is it important to have a tool to capture the entrepreneurial process, i.e. resource seeking and exploitation, in different peripheries? One reason is that large financial investments are made by the EU, national governments, regions, and private foundations to increase the supply of peripheral entrepreneurship in the hopes of receiving entrepreneurship’s positive by-products, like job creation and economic well-being. This investment is often made without a thorough identification of resource structures in an environment and without an understanding of which resources are important for entrepreneurs. The tendency has been to transpose what has worked in the core into the periphery with unsuccessful results. The complexity of entrepreneurship development in the periphery is in understanding where the intervention should occur and on what level.
The fields of entrepreneurship and economic development have no tool to capture the resources these questions imply. The framework presented in this section should help in dispelling some of the confusion as to what should be observed and assessed when developing entrepreneurship in peripheries. It should help answer the research questions posed in the introduction by capturing:

	1) the actions of the entrepreneur in recognizing and using resources; 
2) from six different resource structures (policy, culture, financial institutions, industrial structures, human capital, and social capital);
	3) in different types of periphery;
	4) in Croatia, an Eastern European nation in transition. 

The analytical foundation for this research is based on two previous theoretical papers by the author. The first paper (Fuduric, 2008) took a resource perspective toward entrepreneurial action. Its focus was to isolate from previous authors’ contributions (Shane, 2003; Storey, 1994; Verheul, Wennekers, Audretsch, & Thurik, 2001) which structures in the environment offer resources to entrepreneurs and what these resources are. The second paper (Fuduric, 2008) views resources from the perspective of distinctive peripheral geographies and their impact on entrepreneurship. This was inspired by Arzeni, Eposti & Sotte (2002) who posit that a periphery can have four distinct characteristics: near an urban centre, having natural, traditional or historical value, being predominately agricultural, and finally, being remote. I included another type of periphery - the medium-sized town embedded in the periphery - whose role is core-like for the periphery in its vicinity, yet periphery-like when compared to other urban centres in a nation. By merging the concepts of these two papers, I arrived at a matrix examining the different peripheries against a set of resource structures which is detailed in Table 7. 

Table 7: Periphery & Resource Structure Matrix

Type of Periphery	Policy	Culture	Financial Institutions	Industry	Human Capital	Social Capital
Near urban centre 						
Historical, Natural or Traditional Value						
Agricultural						
Remote						
Medium-sized town						
            Adapted from: Shane (2003), Verheul & Wennekers (2001), Story (1999), Arzeni, Eposti & Sotte (2002)

In order to operationalise this framework, the following subsections show how the above resource structures impact entrepreneurship using theories and concepts from other authors - keeping in mind that these structures have the potential of being a resource or a barrier for entrepreneurial action. 

4.1 The Resource Structures

The following subsections go deeper into understanding how the resource structures presented in the analytical framework affect entrepreneurship, specifically in Eastern Europe and, where possible, in Croatia. I begin with a discourse on policy (section 4.1.1) from the perspective of how policy guides entrepreneur’s actions. The cultural component (section 4.1.2) is seen from three theoretical positions. Culture is viewed from the perspective of how it affects each individual’s entrepreneurial activity through aggregate cultural psychological characteristics, social legitimacy and familial traditions in business venturing. The examination of financial institutions (section 4.1.3) focuses on what previous authors have found the relationship to be between the availability of external financial capital and entrepreneurial activity. The section on inter-firm networks (section 4.1.4) assesses the entrepreneurs’ firm-to-firm linkages from the standpoint of their spatial reach and what resources are exchanged. Human capital (section 4.1.5) is examined from the perspective of the entrepreneurs’ education levels, career experiences, and self-perceived personality/cognitive traits. Finally, social capital (section 4.1.6) theory is discussed from the perspective of levels of trust in institutions, civic participation and social networks. Each subsection concludes with a set of questions which are used in the questionnaire and answered in the empirical portion of this paper. 

4.1.1 Policies as Resources​[9]​

This subsection examines how policies affect resources for entrepreneurship using Scott’s three institutional control mechanisms. The structures of rural policy which are directed at entrepreneurship are isolated with the help of North & Smallbone (North & Smallbone, 2006). And finally, questions are posed to better understand the policy presence in Slavonia. 

Government policy does play an important role in national levels of entrepreneurial activity, especially in setting the background conditions like rule of law, property rights, etc. However, the literature reveals that the fundamental question of how governments are able to influence entrepreneurial activity is far from being resolved (Minniti, 2008). How national, regional and local governments affect entrepreneurship depends on the implementation of policy through formal and informal institutions. For this reason, it is important to see what theoreticians can tell us about the nexus of policy, institutions and entrepreneurship. 

North’s (1990) Theory of Institutions and Institutional Change informs us that formal and informal institutions direct the behaviour of economic actors by placing constraints on action. Boettke & Coyne (2007) make the link between government institutions and entrepreneurship. They state that government institutions are responsible for the way that resources are allocated which in turn determines what Baumol would describe as productive, unproductive or destructive forms of entrepreneurship. Government institutions not only govern the supply of resources, they also, as North informs us, affect how entrepreneurs view and use them. Scott (Scott, 1995) operationalises North’s viewpoint by telling us how government institutions do this. They have three types of control: cognitive/cultural, normative and regulative. Governments can exercise cognitive/cultural control by affecting how its citizens view entrepreneurship, for example, by investing in advertising campaigns. Governments use normative control when they influence whether entrepreneurship is seen as a socially accepted activity. Finally, the government’s power in exercising regulative control is seen in the way trade is supported (or not) through various laws and statutes, for example, market openness, privatization, legal and taxation regimes (Glancey & McQuaid, 2001; Morrison, 2000; Reynolds et al. 2002). 

The above control mechanisms are activated through enterprise support policies in two ways. First, there are more traditional enterprise policies which support the environment for the growth, survival and competitiveness of existing SMEs. Second, there are policies directed at entrepreneurship support which promote an entrepreneurial culture, entrepreneurship education and advisory services to help individuals through the initial stages of starting a business (Stevenson & Lundstrom, 2002). Only a few researchers have specifically focused on the topic of entrepreneurship policy  ADDIN EN.CITE (Stevenson & Lundstrom, 2002; Verheul et al., 2001; Wennekers & Thurik, 1999) and even fewer on entrepreneurship policy in peripheries (North & Smallbone, 2006)  North and Smallbone (2006) isolate types of policies directed at entrepreneurship and strengthening the capacity of rural regions to sustain entrepreneurial action. These include:

1) Policies influencing the attitudes, motivations, and management skills of individuals towards entrepreneurship via education and training. 

2) Policies targeting different populations of potential entrepreneurs, e.g. in-migrants, youth, women.

3) Enterprise support policies improving the competitiveness of existing SME’s.

4) Policies providing generic support to rural businesses, e.g. business planning, marketing, exporting, use of ICT 

5) Policies aimed at specialized support to enterprises in particular sectors, e.g. helping farmers diversify their businesses

6) Policies providing an entrepreneurial infrastructure which aids in overcoming some of the disadvantages of peripherality, e.g. incubators, transportation infrastructure, investment in ICT.

The entrepreneurship field’s consensus on policy best practices involves having a holistic approach (Stevenson & Lundstrom, 2002) which means including as many of points 1 through 6 as possible. From this exhaustive list, it would be important to know which policies the entrepreneurs in the periphery place the most value on. Questions formulated for the entrepreneurs in Slavonia are:  
 
	Which policy tools were used and found helpful in the entrepreneurial process?  
	Which policies or political institutions acted as barriers to firm start-up or growth? 

4.1.2 Culture as a Resource

There are three broad streams of research addressing national culture and entrepreneurship (Hayton, George, & Zahra, 2002). The first is national culture’s impact on aggregate measures of entrepreneurship like new business creation and innovative output. The second stream of research is the impact of national culture on corporate entrepreneurship. The third stream of research focuses on how national culture impacts the characteristics of individual entrepreneurs, specifically, values, beliefs, motivations, and cognition. Since this paper’s examination is on the individual level, the focus will be on the third stream of research. 

Geert Hofstede defines culture as “the collective programming of the mind which distinguishes the members of one human group from another” (Hofstede, 1984). Boyd & Richardson (1985) explain in more detail  what “collective programming” involves by defining culture as “the transmission from one generation to the next via teaching and initiation of knowledge, values and other factors that influence behaviours”. Viewing cultural norms and values as a resource structure for entrepreneurial activity makes sense when one considers that the rules of economic behaviour are embedded in national, regional and organizational cultures. Cultural values acting as resources include a society’s support of entrepreneurial behaviours like risk-taking, individualism and profit-seeking. Cultures that value and reward such behaviour encourage individual initiative and innovation, whereas cultures that reinforce conformity, group interests, and control over the future are not likely to show entrepreneurial behaviour (Herbig, 1994; Hofstede, 1984). Therefore, from this group of researchers, one can conclude that people considering starting a business surrounded by a culture more accepting of entrepreneurship have an inherent, indirect resource in belonging to it. There is however, another conclusion of a 20 nation study produced by (Hofstede et al., 2004) which states that dissatisfaction with one’s surroundings on a societal and firm level can also enhance the decision to become an entrepreneur. These authors state that dissatisfaction is one of the most frequently mentioned motivators for embarking on a career in entrepreneurship. Therefore, research tells us that both a culture conducive and not conducive to business venturing could encourage more entrepreneurial activity. 

For the purpose of this study, two views of culture’s influence on individual entrepreneurs are proposed by Davidson (1995). These are the aggregate psychological trait (Davidsson, 1995) and the social legitimacy [originally from (Etzioni, 1987)] streams of research.  

Culture - Aggregate Psychological Traits

The aggregate psychological trait explanation for entrepreneurship is based on the idea that the characteristics of a national culture define the characteristics and supply of entrepreneurial activity. There are two distinct research approaches to culture’s consequences on entrepreneurship. The first approach asks whether national culture is associated with different entrepreneurial characteristics  ADDIN EN.CITE (Hofstede et al., 2004; Huisman, 1985; Mitchell et al., 2007; Mueller & Thomas, 2005; Shane, 1992).  This stream of research has found that motives for business venturing vary across cultures. The second approach seeks to determine whether entrepreneurs are similar or different from non-entrepreneurs across cultures  ADDIN EN.CITE (Baum et al., 1993; McGrath, MacMillan, & Scheinberg, 1992; Mitchell et al., 2002). These authors found that entrepreneurs across countries share a common culture which is distinct from the beliefs of non-entrepreneurs . Therefore, an entrepreneurial culture exists regardless of the larger cultural milieu behind it.

Hofstede’s (Hofstede, 1984) work is valuable for this study because it presents a precise taxonomy of significant cultural dimensions which can be applied on different analytical levels. Hofstede’s cultural dimensions commonly studied are: individualism/collectivism, uncertainty avoidance, power distance, and masculinity/femininity (Hofstede, 1984). The definitions of these dimensions and their associations with entrepreneurship have been extensively researched​[10]​. The general conclusion of these studies states that entrepreneurship is facilitated by cultures which are high in individualism, low in uncertainty avoidance, low in power distance, and high in masculinity. In essence, the greater the society’s and individual’s cultural distance from this ideal type, the lower the average individual and aggregate levels of entrepreneurship (Hayton et al., 2002). 

The point needing to be made is that a nation may not have the dimensions of an entrepreneurial culture but a region or an individual may (and vice versa). The hidden potential of social and economic development through having entrepreneurial individuals in non-entrepreneurial areas directly addresses the empirical portion of this paper. My examination focuses on two of Hofstede’s traits which I judge to be the simplest for the interviewees to assess. The traits are individualism and uncertainty avoidance. 
Individualism characterizes societies where people are expected to look after themselves or their families. Autonomy, variety, pleasure, and personal financial security take precedent over group loyalty. Hostede states that in such societies there is greater employment mobility because individuals are held responsible in looking after themselves. Collectivist societies, on the other hand, are societies in which people from birth onwards are a part of strong and integrated groups which offer protection in exchange for loyalty (Hofstede, 1991). Social identity is based on the assessments of the group and belonging is more important than personal initiative (Hofstede, 1984)
In western entrepreneurship research, business initiators are portrayed as being independent, self-reliant, and self-confident. If a person comes from an individualistic culture they will most likely depend on their own values and cognitions to make business decisions. On the other hand, people from collectivist cultures look for societal signals in decision making and entrepreneurship in these cultures has to have characteristics which society can legitimize. 

How does research portray Croatia’s tolerance for individualism? On a scale between 0 (collectivist culture) and 100 (individualistic culture), Croatia had a score of 27, placing it on the collectivist spectrum. For comparison’s sake, the USA scored 91 and was in first place. Table 8 shows how Croatia ranks among 35 nations (Tavakoli, Keenan, & Crnjak-Karanovic, 2003).






Table 8: Croatian & US Levels of Individualism
 (n=35)

	Croatia	USA
Score	27	91
Rank	31	1


Uncertainty Avoidance is defined as “ ...the extent to which the members of a culture feel threatened by uncertain or unknown situations”  (Hofstede, 1984). According to Hofstede, strategies for coping with uncertainty are developed in the culture and reinforced in formal and informal institutions such as family, school, state (Hofstede, 1984). Low uncertainty avoidance cultures believe that conflict and competition can be controlled by the rules of “fair play”. People who deviate from social norms are not perceived to be threatening which creates a cultural atmosphere accepting of creative or new behaviour. These cultures allow for greater risk-taking  and achievements are often recognized in terms of pioneering effort (Hofstede, 1984).

Cultures which are characterized as having high uncertainty avoidance believe that conflict and competition releases social deviation and aggression and ultimately should be avoided (Hofstede, 1984). Any forms of social deviance are seen as an assault to the culture and are considered dangerous. These cultures value security thus there is greater fear of failure, a lower willingness to take risks, lower levels of ambition and lower tolerance for ambiguity (Hofstede, 1984). 

How does the aggregate culture of Croatia measure in terms of risk avoidance? In Table 9, the national level study by Tavakoli et al (2003) shows that Croatia is, indeed, relatively risk averse. On the 1-100 scale, 100 being the strongest score for risk avoidance, Croatia scored 88.

Table 9: Croatian & US Levels of Risk-Avoidance 
(n=50)

	Croatia	USA
Score	88	46
Rank	8	43


Croatia’s collectivist, risk-averse culture could be a barrier for entrepreneurship, then again considering Hofstede et al’s research (2004), individuals may also be a motivated to become entrepreneurs because of their dissatisfaction with the status quo. They may see themselves as a “breed apart” from the rest of society and embark on a search for a career conducive to their needs. 

Culture - Social Legitimization

After aggregate personality traits, a second view of culture affecting entrepreneurship is proposed by Davidson (1995), which was first presented by Etzioni (1987) is social legitimization. This view assumes that variations in entrepreneurship are based on differences in a society’s values and beliefs toward the activity of business venturing. It suggests that certain cultural factors are known to have a positive effect on entrepreneurial behaviour and action. Human beings have to, for a sense of psychological well-being, feel that they belong to or are accepted in a group (Maslow). Because of the novelty of their actions, entrepreneurs confront problems associated with a lack of external validation or legitimacy (Low & Abrahamson, 1997). Thus, entrepreneurs must cultivate an individual and firm level culture which resonates with broader societal beliefs or risk problems associated with a lack of legitimacy (Lounsbury & Glynn, 2001). The tension between the pursuits of the individual and the acceptance of society is resolved if the society’s culture is primed to support or legitimize important aspects of entrepreneurship. Social legitimacy for entrepreneurial endeavours includes (Etzioni, 1987):
	The social acceptance of business ownership and the pursuit of wealth.
	The level of social acceptance of business failure. 
	The culture’s (in)tolerance of bureaucracy and corruption.

Social Acceptance of Business Ownership: The first dimension of social legitimacy is social acceptance of business ownership. A requirement of entrepreneurship is the process of resource/opportunity identification and exploitation. The culture’s interpretation of wealth creating possibilities and its effects on society will affect resource flows, capital acquisition and wealth creation (Lounsbury & Glynn, 2001). Thus, nascent entrepreneurs need to leverage cultural dynamics to enable beneficial resource flow. Cultural dynamics function as an informal institution and are one of many factors influencing what kind of entrepreneurship emerges. Therefore, the social legitimacy of entrepreneurship is a socially constructed phenomenon. In an Eastern European context, Swanson and Webster (1992) examined if social beliefs directly affect the decisions of individuals to engage in opportunity exploitation. They found that negative attitudes toward entrepreneurs kept people from starting their own ventures in the Czech and Slovak Republics. Negative attitudes partly stem from the socialist legacy to distrust individual business venturing and profit motivations. In Croatia, only 44% and 49% of entrepreneurs and non-entrepreneurs, respectively, consider business venturing to endow its participants with a higher social status (Singer, Pfeiffer, Borozan, Sarlija, & Oberman, 2003). Interestingly, entrepreneurs see their careers having a lower social status than non-entrepreneurs. This could be because most entrepreneurs in Croatia are forced into it because there are no other choices for employment.

Social Acceptance of Failure: The second dimension of social legitimacy is the social acceptance of failure. Society’s prevailing attitudes toward failure also have an effect on the supply of new firms. Landier and Thesmar (2004) explain how the supply of new businesses is affected by the attitudes of entrepreneurs and the capital market’s position toward liquidation. They conclude that the stigma associated with failure is an important factor of entrepreneurial activity. It affects the decision to become an entrepreneur, the type of venture to be launched and the decision of when to terminate a business. According to the European Commission’s Green Paper on Entrepreneurship (2003), entrepreneurs in Europe (vs. the US) face a larger social stigma caused by failure. In the US, failure is often seen as a step within an entrepreneur’s personal development process (Saxenian, 1994) and bankruptcy laws allow entrepreneurs to start again relatively quickly (Valliant & Lafuente, 2007).  On the other hand, failure is highly stigmatized in Europe where the bankrupting business owner is labeled as a “loser (Anonymous, 1999). For example, in Germany, an entrepreneur with a bankruptcy in his/her past is prohibited from getting a license to start another business.

The academic environment has two views of business failure. There is a need among researchers to root out its causes and seek solutions as to how it can be avoided (Kets de Vries, 1985; Reynolds, 1987; Romanelli, 1989). Other researchers have shown the benefits of failure  ADDIN EN.CITE (Headd, 2003; McGrath, 1999; Tezuka, 1997; Valliant & Lafuente, 2007). One benefit is what McGrath (1999) calls real options reasoning which allows “more of failure’s possible benefits to be captured” (p. 14). She argues, because of spillover and learning effects, it is useful to see the collective contribution of entrepreneurial initiatives to wealth creation and business failure than assess each attempt on its own. The initiative that fails may still improve knowledge or methods of production (McGrath, 1999). 

This examination of the role of failure has special implications in Eastern European peripheries where the tradition of free market entrepreneurship is young and where regional economies stagnate. Following McGrath’s reasoning, any examples of business venturing, even those which were terminated, allow a learning process to be unleashed not only for the individual but also for other observers from the community. Fear of failure does not seem to be a large barrier to entrepreneurial activity as shown in GEM research for Croatia. When asked if fear of failure would prevent them from starting a business, 72% of non-entrepreneurs (n=1569) replied that it would not. On the other hand, among entrepreneurs, there was a great gender discrepancy. More men (87%) replied that fear of failure would not stop them from starting another business while only 42% of the women said that fear of failure would not stop them (Singer et al., 2003). 

Social Tolerance of Bureaucracy and Corruption: The third dimension of social legitimacy is the trustworthiness of its economic actors (Etzioni, 1987). Whitley (1999) suggests that the type of economic behavior that takes place within a country is to an important extent influenced by the reliability of the different parties engaging in economic transactions. Two negative forms of economic behavior are a burdensome bureaucracy and corruption. Bureaucracy is a form of organization defined by complexity, division of labour, permanence, and hierarchy. Its ideal form is impersonal and rational (Weber, 1930) and its destructive form is marked by officialdom, red tape, and proliferation. 

Whitley (1999) describes corruption as a “background” institution or using North’s language, an “informal” one. Corruption can be seen as the extent to which public or private power is misused for one’s private benefit in business transactions, such as bribing public officials or other gatekeepers (Choi & Thum, 2005). Levels of tolerance toward corruption are culturally determined and high levels inhibit economic activity (Johnson, Kauffmann, & Schleifer, 1997). Some economic effects of corruption are associated with: lower productivity and lower economic growth across countries, and adverse influence on the development of credible institutional structures (Johnson et al., 1997). Extending bureaucracy and corruption into the field of entrepreneurship, researchers reason that increased uncertainty due to red-tape and questionable business practices discourages entrepreneurs in engaging in risky high-growth activities, since they face an environment which changes frequently and unpredictably (Baumol, 1990). 

In Eastern Europe corruption and bureaucracy seriously impede the entrepreneurial process  ADDIN EN.CITE (Pike, 2007; Singer et al., 2003; Smallbone & Welter, 2006). Estimates consistently show Eastern European countries often have unofficial economic activity in excess of 40% of GDP (Friedman, Johnson, Kaufmann, & Zoido-Lobaton, 2000; Schneider & Enste, 2000). Johnson, Kauffmann et al (1997) estimate that in 1995 the unofficial economy in Poland was less than 15% but in Russia and Ukraine it was around 50%. In Croatia, the unofficial economy in 1997 amounted to 20% of GDP, the largest being in the trade sector where 70% of the total share of trade accounted for unofficial economic action (Vedris & Simic, 2008). The World Bank’s Ease of Doing Business Index sheds some light on the state of Croatia’s bureaucracies.  Croatia is ranked the lowest among other Eastern European nations (Table 10). 

Table 10: 2008 World Bank Ease of Doing Business Ranking
(n=178)

Nation	Ranking
Hungary	45
Bulgaria	46
Slovenia	55
Czech Republic	56
Croatia	97
	           	Source: http://en.wikipedia.org/wiki/Ease_of_Doing_Business_Index#Ranking

Table 11 compares corruption levels between Croatia and other Eastern European nations from 2003 to 2006 - the lower the ranking the more corrupt the nation. The result is that corruption was highest in Croatia in 2003 among the other nations and by 2006 Croatia’s ranking slid even more to 69th. 

Table 11: Nations’ Corruption Levels
 (n=133)

Nation	Ranking 2003	Ranking 2006
Croatia	59	69
Bulgaria	54	57
Czech Republic	54	46
Slovenia	29	28
       Source: http://us.rediff.com/money/2003/oct/07corrupt.htm (​http:​/​​/​us.rediff.com​/​money​/​2003​/​oct​/​07corrupt.htm​)
       http://www.finfacts.ie/corruption.htm

The assessment of previous research of culture’s impact on entrepreneurship from the standpoint of two aggregate personality traits and three factors of social legitimacy leads to the following question formulations:  

	Do the Slavonian entrepreneurs consider themselves “a breed apart” from the general population?
	Generally speaking, does the culture in Croatia legitimize entrepreneurship? 
	What are the entrepreneurs’ views of business failure?
	How does bureaucracy and corruption affect starting and running a business? 

4.1.3 Financial Institutions as Resources

The field of entrepreneurship research is basically in agreement that financial capital is essential for starting a business and liquidity constraints are barriers for start-up and growth (Evans & Jovanovich, 1989). An entrepreneur experiences liquidity constraints because of capital gaps for many reasons. Sometimes a capital gap occurs in the market because private capital markets (e.g. banks) view entrepreneurs as unknown economic actors with unproven track records (Binks, Ennew, & Reed, 1992). Because of this high risk situation for banks, transaction costs can be prohibitively high for new businesses (Binks et al., 1992).

Entrepreneurs living in the periphery have yet another weakness beyond being unknown actors undertaking risky actions. Their geographic distance can limit access to capital. Geographic remoteness often negatively influences the chance of securing financing (Mason & Harrison, 1993). If a banking system is highly centralized, the range of options for financial services at non-central locations is limited (Felsenstein & Fleischer, 2002). Local banks that are a part of a centralized structure often have little decision-making power over any non-standard loan applications. Thus, entrepreneurs in peripheral regions have less access to financial capital and it is more costly. These capital gaps due to information asymmetries, project riskiness, and remoteness promote a public policy response to the imperfections of the market that is wide and varied. A vast palette of programs has emerged on both the supply and demand sides ranging from traditional debt-based instruments such as loans and guarantees, through credit enhancement and capital access programs, to equity and information-based schemes. 

Therefore, policy-makers and entrepreneurship researchers view the role of financial institutions as one of the pillars of entrepreneurial success. But how important are financial institutions for small-scale entrepreneurs in the periphery? Because program assessment is rarely available, little is known about external financing’s effectiveness in contributing to the supply and success of SME’s, especially in peripheral areas. Recent entrepreneurship research based on a statistical database, the Eurobarometer, focuses on 26 European nations and 12,000 observations. Grilo, Thurik and van der Zwan​[11]​ ask what factors determine whether someone starts a business. The results were surprising and contradictory. The authors conclude that the perception of receiving formal financial support had no effect on the decision to become an entrepreneur or the success of the venture. 

What reasons could support the fact that financing is not such an important tool for starting a business?  A potential reason can be found in a criticism. Financial tools for supporting entrepreneurship development are often criticized because they have the tendency to push people into entrepreneurship and not have them pulled by opportunities (Binks et al., 1992). This has the effect of dooming a business from the start by artificially propping it up against market realities. Another reason formal external financing is not all that attractive is due to the often long and complicated application process. Entrepreneurs burdened by day-to-day activities of their businesses often bypass time-consuming formal financial tools and fall back on the “three F’s” – family, friends, and fools. Another issue to consider is that taking on debt at the onset of a business could negatively affect cash flows and expose the business to undue risk before customers and markets are solidified. To better understand how entrepreneurs in the Croatian periphery financed their businesses, they were asked the following questions: 

	Where was start-up financing found? 
	Where was financing for business growth found? 

4.1.4 Industrial Structure as a Resource

One of the largest barriers to entrepreneurship in peripheries is that industrial development is weak.  Peripheries are noted for having an absence of industrial agglomeration (Chell, 1990; Kalantaridis et al., 2007) which makes it highly unlikely that the following resources will be present:   
	A supply of workers with industry specific skills 
	The potential of research & technology spin-offs
	Information & knowledge spillovers
	The production of “non-tradeable inputs” defined by Storper (1997)  as “business conventions, informal rules and habits that coordinate economic actors under conditions of uncertainty”(Storper, 1997).

In lieu of a robust industrial structure, peripheral entrepreneurs depend on their inter-firm networks or business relationships (Chell, 1990; Kalantaridis et al., 2007).  Entrepreneurs in peripheries can gain benefits from their social or inter-firm networks if they are strong and weak. Their weak ties support the influx of new information (Granovetter, 1985) and offer access to other networks through “structural holes” (Burt, 1992). Strong network ties ensure that the quality of information exchanged is more accurate and relevant to the entrepreneur (Coleman, 1988). The value of network ties includes the provision of information, knowledge, tangible and moral support.  Anderson and Jack (2002) explain social networks as a resource which can overcome some of the constraints the entrepreneur may face. Literature has pointed out that the motivation for using social network strategies in Eastern Europe was to help businesses survive in a hostile political and economic environment (Manolova et al., 2008; Smallbone & Welter, 2006). The following questions were asked of the Slavonian entrepreneurs to gain a better understanding of the characteristics of their inter-firm networks. 

	What is the spatial extension of their networks?
	What resources are provided?

4.1.5. Human Capital as a Resource			

The role of human capital in explaining individuals’ economic behaviour dates back to Becker’s research (1964) which states that factors such as education and experience are important aspects in economic analysis, on par with equipment or other material assets. He argues that human capital is comprised of attributes which can be associated with individuals’ behaviour and their levels of success. The differences among individuals in terms of their human capital offers some clues in explaining differences in entrepreneurial action (Shane, 2000; Shane & Venkataraman, 2000). The field of entrepreneurship research has isolated three human capital factors influencing entrepreneurial success. These factors are formal education, career experience and personality traits/cognition and are explored in the following subsections. Research questions focusing on each factor are summarized at the end of the section.

Formal Education 

Formal education assists in the accumulation of explicit knowledge which often provides skills useful to business venturing. Empirical research demonstrates that a contradiction exists regarding the relationship between education, entrepreneurship and success. Some authors have found that higher education levels do not necessarily support the likelihood of starting a business or being successful at it  ADDIN EN.CITE (Bellu, 1988; Davidsson, 1995; Evans & Leighton, 1989; Reynolds & White, 1997). In some cases, a large knowledge base may lead to market myopia and the inflexibility to unlearn existing behaviour (Prahalad & Bettis, 1986). While other authors state that higher levels of education translates into entrepreneurs having more access to knowledge and information which positively affects the way resources are recognized and used  ADDIN EN.CITE (Burt, 2002; Cohen & Levinthal, 1990; Reynolds & White, 1997; Storey, 1994).  Shane and Venkataraman (2000) explain that an individual’s prior knowledge contributes to their ability to recognize opportunities in that it creates mental schemas from which new information can be recognized and processed. 

I interpret these empirical outcomes in two ways. First, there truly may be an educational breakeven point where more education does not add value to business venturing success but where a certain level is needed to support productive forms of entrepreneurship. Second, the authors did not present an educational typology. Education systems are affected by many factors, such as its specific characteristics which include the curriculum, teaching methods, and expectations of success.​[12]​ Smallbone and Welter (2006) point to several studies (e.g. Blawat and Dominiak, 1994; Glas and Petrin, 1998; Kuczi and Vajda, 1992) which have drawn attention to the high education level of entrepreneurs in former Communist countries compared with their western counterparts. Nonetheless, high education levels in former Communist countries do not increase the levels of productive entrepreneurship. These countries lag far behind top entrepreneurial countries like the US. In Croatia, education levels are high and regional differences in the quality of education are small (Singer, 2007), but entrepreneurship is normally necessity-based. No studies are available which examine education’s effects on peripheral entrepreneurship in a transition context. It can be hypothesized that higher levels of education among entrepreneurs make it easier to recognize and exploit resources but that the type of education is also critical.

Career Experience

While education provides one way of gathering knowledge and skills that are useful for the exploitation of entrepreneurial opportunities, career experience is another. Career experience and practical learning are factors of human capital and have been associated with the success of entrepreneurs (Evans & Leighton, 1989; Greene, 2000). It can be reasoned that people with a varied and active work status are exposed to more valuable contacts and have better network contacts based on professionally-oriented relationships (Nahapiet & Ghoshal, 1998). 

Shane states that five types of career experience encourage opportunity exploitation: general business experience, functional experience​[13]​, industry experience, start-up experience and vicarious experience (Shane 2003).  Studies show that functional experience, industry experience, and start-up experience significantly relate to entrepreneurial activity, particularly when controlling for factors such as industry and gender (Bates, 1995; Gimeno, Folta, Cooper, & Woo, 1997). In the post-Socialist context, this also seems to be true. Many professionals previously employed by state-owned firms prove better at assessing and seizing promising business opportunities than do those coming from craftsmanship experience or families with this experience. For example, Laki (1994) found that about 58% of the new entrepreneurs in Hungary came from families with high status occupations – meaning families of skilled workers, managers or intellectuals. Almost 75% had held five or more jobs before, thus gathering experience in a variety of markets and situations. The study also revealed that those who had previous managerial positions in state-owned firms had the most experience, were the most mobile and most qualified entrepreneurs. Previous managerial experience gave them the ability to judge the pros and cons of business opportunities, to assess the consequences of decisions, to do more accurate cost accounting and to adapt more efficiently to supply and demand (Tyson, Petrin, & Rogers, 1994). If this knowledge is transposed into the context of the periphery, the expectation would be that experience levels are lower due to the periphery’s lack of industrial density and entrepreneurial diversity. 

Personality Traits

The personality trait research stream in entrepreneurship studies has recognized the need to have a more holistic picture of the entrepreneur. General social circumstances and cognition are needed to understand the interactions between personal and situational determinants affecting entrepreneurial behaviour (Frank, M., & Korunka, 2007). Personality traits are generally regarded as the cognitive or behavioral characteristics resulting in interaction between personal and environmental factors (Frank et al., 2007). Fundamental questions exist in personality trait research: First, their stability is questioned,  as well as the high degree of heterogeneity among successful business founders (Gartner, 1988) or the mutable nature of personality traits in the course of business development (Shaver & Scott, 1991). Frank et al (2007) have found that up to 20% of the variance in the origins of entrepreneurial intentions can be explained by personality traits, this proportion drops to zero in explaining business success. The four studies they undertook confirm that a meaningful assessment of the value of personality traits is only possible in conjunction with additional influencing factors in the founder’s environment like resources and processes. 

Keeping this in mind, it is still important and interesting to include some form of personality self-assessment from the entrepreneurs in the periphery. Mainly because there is an assumption in the field of entrepreneurship that necessity entrepreneurs do not fit the mold of growth-oriented entrepreneur’s creative, innovative, self-motivating style. Four personality traits in which the entrepreneurs provide a self-assessment are: need for achievement, having an internal locus of control, risk propensity, and optimism. The choice of the first three traits is rooted in research finding them the most enduring in describing an “entrepreneurial personality”  (Mitchell et al., 2007; Mitchell et al., 2002) and in my ability to place them on a Likert scale for comparison’s sake. Research has characterized entrepreneurs as being overly optimistic to their detriment (Shane & Venkataraman, 2000) as well as it being an unimportant determinant of entrepreneurship (Casson, 1995). Regardless, I chose to assess the trait of optimism because I was curious to see if living and working in a resource depleted periphery affected the entrepreneur’s view of the world as a friendly or hostile place. 

The isolation of need for achievement as a personality characteristic specific to entrepreneurs is based on the work of McClelland (McClelland, 1961). Other research has shown that start-up entrepreneurs demonstrate stronger tendencies in this area than other professionals (Begley & Boyd, 1987; Greene, 2000). Having a strong internal locus of control means a person believes that they can influence the environment in which they engage in. This helps entrepreneurs be more adept at dealing with work pressures, makes them more satisfied with their activities, and they cope with change more effectively (Mitchell et al., 2007). A strong internal locus of control appears to be necessary to take on the risks of starting a new business and that these individuals show a stronger need for achievement (Brockhaus, 1982). A third characteristic frequently mentioned in connection to entrepreneurs is risk propensity. When entrepreneurs exploit opportunities, they are bearing risks that cannot be insured or otherwise eliminated (Amit, Glosten, & et.al., 1993; Knight, 1921). The fourth characteristic, over-optimism, is connected to entrepreneurs because they tend to inflate their expectations of what they can achieve (Shane & Venkataraman, 2000). This can be seen as a detrimental characteristic leading to business failure. One the other hand, if optimism is viewed as a resource in depleted peripheries, one could imagine that it could act as a contagion making it possible for others to “see” opportunities as well.

Since personality traits are embedded in a cultural context, how well supported is a person to develop these traits in an Eastern Europe?  According to an Eastern European national values study conducted by Schwartz & Bardi (1997), Eastern European values promote an adherence to hierarchy and low levels of egalitarianism​[14]​, mastery​[15]​ and intellectual autonomy​[16]​. The personality traits, need for achievement, internal locus of control and risk propensity, are all negatively impacted by the Eastern European societal values presented by Schwartz. For example, a person in Eastern Europe with a high need for achievement and an internal locus of control would be frustrated in a hierarchical society with low levels of mastery and intellectual autonomy. On the other hand, according to Hofstede et al (2004), these frustrations could be a motivator in leaving behind stifling societal values and embarking on the entrepreneurial journey. In the context of the Eastern European periphery, it can be suggested that Schwartz’s societal values would be more exacerbated because of even greater cultural and cognitive distances from the core. Therefore, it would be even more difficult for entrepreneurs in Eastern European peripheries to demonstrate achievement, internal locus of control, risk-taking and optimism.

In conclusion to this section on human capital, it appears that higher levels of education, all five forms of career experience and certain personality traits can be viewed as a depository of resources that the entrepreneur can exploit. The following questions explore the Slavonian entrepreneur’s self-assessed human capital:
	How can the formal education of the entrepreneurs be characterized? 
	What are the career experiences of the entrepreneurs?
	How do the entrepreneurs characterize their own personality traits?

4.1.6. Social Capital as a Resource

The economic impact on entrepreneurial action is better understood than the social impact. This can be attributed to the fact that economic fluctuations are easier to measure especially when using hard data sets like GDP and employment. Social capital on the other hand, is difficult to pin down. It has diverse characteristics and has a variety of definitions depending on the discipline of the researcher. The term originates from Loury (1977) and later Bourdieau (1986) who was the first to define social capital as a resource embedded in a social network. He describes social capital as: 
“…the aggregate of the actual or potential resources which are linked to possession of a durable network of more or less institutionalized relationships of mutual acquaintance or recognition.” (Bourdieau, 1986)

Coleman (Coleman, 1994) presents a sociologist’s view which introduces trust and cooperation into the concept of social capital:
“…a component of human capital that allows members of a given society to trust one another and to cooperate in the formation of new groups and associations”. 

On the other hand, Putnam (2001), a political scientist, offers a broader definition of social capital as encompassing all of the above with a goal of pursuing “shared interests”:
“…(social capital supports) features of social life – networks, norms, and trust – that enable participants to act together more effectively to pursue shared interests”. 

What these definitions have in common is that they refer to trust, cooperative behaviour and social networks as inseparable and interactive factors of social capital. Here, trust and cooperative behaviour are examined more closely.​[17]​  Fidrmuc & Gerxhani (2008) agree that these factors are the most enduring measures of social capital. The notions behind these factors are examined below:

	Trust, theorized and operationalised on a national level by Fukuyama (1995), has become the most commonly used empirical measure of social capital. Typically, trust is defined as the extent to which people find strangers trustworthy. Trust in institutions is examined in this paper because it is often a variable indicating the level of development of an economy and a society (OECD, 2003) and has been found to define entrepreneurship strategies (Peng, 2004).

	Cooperative behavior in the form of civic participation, or membership in voluntary organizations, was introduced by Putnam and Leonardi’s research on Italian regions (Putnum, Leonardi, & Nanetti, 1993). They found that entrepreneurs’ voluntary memberships intersected with their business partners which strengthened business relationships. Civic participation is explained as a chain reaction by Inglehart (Inglehart, 1990; 1997). He proposes that the higher the GDP per capita, the higher the level of education, and wealth, and therefore, the easier the shift toward the ‘post-materialist’ values of well-being, tolerance and trust. These values, in turn, support the development of civic or community participation. 

As suggested by Putnum, social capital’s complex interactions with many facets of society (the economy, health, education, wealth) can be a force that shapes social and economic development (Putnum, 2001). There is theoretical (Flanagan, 1987; Inglehart, 2000; Lipset, 1959) and empirical  ADDIN EN.CITE (Casey & Christ, 2005; Inglehart, 2000; O'Connell, 2003 ; Paugam & Russell, 2000) evidence which states that social capital may mediate economic development but not determine it, or that social capital is in fact determined by economic outcomes. Thus, research has identified a reciprocal relationship between social capital and social/economic development (Raiser, Haerpfer, Nowotny, & Wallace, 2001). The Nobel prize-winning economist, Kenneth Arrow, sums up this relationship:

“Virtually every commercial transaction has within itself an element of trust, certainly any transaction conducted over a period of time. It can be plausibly argued that much of the economic backwardness in the world can be explained by a lack of mutual confidence.” [In Putnum (2001)]

Social capital seems to have a similar relationship to entrepreneurship. Social capital determines how entrepreneurs will behave and what kind of entrepreneurship ensues. Recursively, just by going through the entrepreneurial process, entrepreneurs have the power to increase levels of positive social capital by creating networks for their supply, production, and sales activities. They conduct these activities over a longer period of time thus enabling trust, cooperation, as well as strengthen old and create new networks. 

Research shows that there is a gap between Eastern and Western Europe in levels of civic participation, trust and density of networks (Raiser et al., 2001). However, rather than being a permanent legacy of communism, Raiser et al’s findings suggest that this gap reflects the lower level of economic development and the poorer quality of institutions in Eastern Europe. The authors hypothesize that this imbalance in social capital will disappear as post-Communist countries catch up with economic development and institution building. This, in fact, is what another study claims to be true as it has shown that increasing economic and political stability in Eastern Europe leads to higher levels of social capital (Fidrmuc & Gerxhani, 2008). The opposite occurred in Croatia. Even though Croatia experienced economic growth from 1995-2003, generalized trust remained the same (about 25% of their sample felt that most people can be trusted), but civic participation and trust in institutions decreased. Civic participation in the form of church attendance decreased the most and the legal system was most mistrusted of all Croatian institutions (Stulhofer & Landripet, 2005). Declining levels of social capital are reason for concern because social capital is a societal resource  (Burt, 2002; Tsai & Ghoshal, 1998), and of particular importance in a resource-poor periphery. Therefore, to understand what kind of contribution the entrepreneurs in Slavonia make to social capital the following questions were asked: 

	Do the entrepreneurs trust Croatian institutions?  

	Do the entrepreneurs join clubs or organizations?

4.1.7 Summary – Analytical Framework

This section presented the resource framework which is used to construct and explore the empirical part of this study. The last six subsections assessed each resource structure and its impact on entrepreneurship in Eastern Europe. With the aid of previous literature, the following questions have been isolated to assess the impact of specific resources on the entrepreneurial process in two Croatian peripheries: the medium-sized town and the agricultural periphery. The answers the entrepreneurs give to the questions below will help in answering the research questions presented in the introduction.

Policy
	Which policy tools were used and found helpful in the entrepreneurial process?  
	Which policies or political institutions acted as barriers to firm start-up or growth? 
Culture
	Do the entrepreneurs consider themselves “a breed apart” from the general population?
	Generally speaking, does the culture in Croatia support entrepreneurship?  
	What are the entrepreneurs’ views of business failure?
	How does bureaucracy and corruption affect starting and running a business? 
Financing
	Where was start-up financing found? 
	Where was financing for business growth found? 
Industrial Structure/Inter-firm Network 
	What is the spatial extension of their networks?
	What resources are provided?
Human Capital
	How can the formal education of the entrepreneurs be characterized? 
	What are the career experiences of the entrepreneurs?
	How do the entrepreneurs characterize their own personality traits?
Social Capital
	Do the entrepreneurs trust Croatian institutions?  
	Do the entrepreneurs join clubs or organizations? 


5.0 THE EMPIRICAL RESEARCH APPROACH

This section outlines the criteria for choosing the parameters of this study. Specifically, explanations are made as to why the micro or individual level of examination was chosen, why the semi-structured interview data collection method was used, and the way validity and reliability are achieved. Finally, some comments are made as to the research protocols.

5.1 Data Collection
In order to investigate how the entrepreneurs in the two peripheries recognize and exploit resources and if, the resource structures aided or dissuaded them, I needed to focus on the individual. Entrepreneurship is, after all, more of an individual pursuit than a collective one. I decided to gather primary data myself because of a lack of information on resources affecting the entrepreneurial process in peripheral regions in transition Europe. Slavonia was chosen as a study area​[18]​ because, in terms of resource structures, it is one of the most depleted regions in Croatia.

I opted for a rather severely depleted region because of my curiosity in seeing how entrepreneurship is enacted when, at first glance, it seems like it cannot be sustained. Two types of peripheries in Slavonia were chosen because they are representative of the region in general:  The medium-sized town (Osijek, with a population of 114,600) and the agricultural periphery (the area around Nasice​[19]​). 

This study utilizes a process of theoretical sampling (Glaser & Strauss 1967) in the determination of the number and types of candidates to be interviewed. Theoretical sampling means that the researcher chooses the next people to interview when he or she needs more data to compare to the data already collected (Agar 1980). For the purpose of this study, theoretical saturation was deemed to be reached at 20 interviews. Before interviewing began, the entrepreneurs were first asked what their motivation was in starting their business. If they answered that they had no other sustainable choice for employment then they were placed in the category of necessity versus growth entrepreneur, therefore able to participate in the study.

The interviews were semi-structured in nature with ample space for individual variations. I conducted the interviews because I fluently speak Croatian. Twenty business owners were interviewed who had been in business for at least 42 months which puts them past early stage total entrepreneurial activity (TEA).​[20]​ Ten of the owners were from the agricultural periphery and the other ten were from Osijek, the medium-sized town. The interviews lasted anywhere between 1 and 2 hours. The interview questions began with personal information about the entrepreneur and some data collection about his/her business. The progression of the questioning was the same in every interview. The questionnaire was organized according to my analytical framework presented below in Table 12. 

Table 12: The Periphery and Resource Matrix Used in This Study

Geography	Policy	Culture	Financial Institutions	Industrial/Network Structure	Human Capital	Social Capital
A medium-sized town in the periphery						
Agricultural periphery						

Every entrepreneur was asked to describe his/her entrepreneurial process​[21]​, from opportunity recognition to business generation. The focus was on the resources they used, where they came from and how they were used. The visit to Slavonia took place in November 2007 for two weeks. The entrepreneurs were found by a series of referrals. No one refused to be interviewed. However, some questions were not answered due to the sensitivity of the topic. All entrepreneurs are treated anonymously.

The semi-structured interview form of empirical research was chosen because I was interested in a progression of events (the entrepreneurial process) where I was also seeking to understand the context (the resource structures) behind their actions. The goal was to make comparisons between the entrepreneurial process in the two peripheries to see if peripheries with different resources engendered different behaviours from the entrepreneurs. The semi-structured interview assured that every entrepreneur would have the same questions posed yet have enough space to expound on the details of their experiences. This proved to be a good choice because I could clarify and question as needed, increasing reliability.

5.2 Data Quality

Data quality is measured in terms of validity and reliability. Validity is defined as a measure of accuracy of information and generalisability (Creswell 1994). In qualitative research, the construct of validity is generalized to truthfulness of investigation (Kvale 1995). Validity can be broken down into two constructs: internal validity, which concerns the accuracy of information and external validity, which has to do with being able to generalise the findings. The construct of internal validity in positivist science exists when the truth corresponds with the objective (Kvale 1995). In this study, truth has been tested by comparing the events described by the entrepreneurs with any form of printed records when possible (Allen and Montell 1981). The printed records include research by the Global Entrepreneurship Monitor, reports from the OECD, EU and Croatian national and regional documentation on entrepreneurship programs. External validity is upheld in that enough entrepreneurs were interviewed to be able to find meaningful connections.

Reliability is an evaluation of the internal consistency of the interviewee’s narrative (Lummis 1987). While remembering that it is the sense-making of the interviewee’s relationship to the past that is being recorded, each interview/observation can be tested for reliability by making certain that the story had coherence, consistence and was free of contradictions (Fisher 1985). During the course of interviewing, some questions were reworded and asked again for the sake of testing reliability on the more important topics.

5.3 Research Protocols

The primary responsibility of the researcher in this study is an obligation to truth. The protocols outlined in this section are intended to ensure the authenticity of data collection and replication. Each participant was recorded on a cassette tape. The interviews were translated from Croatian into English and transcribed by a translator in Croatia. The tape recordings, the electronic copies and hard copies are held to be the oral documents of this study.

Authorship

In all cases, the interviewer has been considered the primary author of the interview, while the interviewee has been considered the author of his/her actual words (Thompson 1988). Copyright for the recording is held by the interviewer, retaining the rights to publish the recording and to reproduce the recording in any material form. 

Ethical Considerations

The cardinal principle of research ethics is respect for human dignity (Medical Research Council, Natural Sciences & Engineering Research Council et. al. 1998). The spoken word is open to interpretation (Borland 1996), which can lead to harm of the subjects. The importance of gaining understanding of the process of entrepreneurship must be balanced against the potential for harm. The interviewees who have participated in this study can reasonably expect minimal risk of harm resulting from their participation in this study. Minimum risk of harm is defined as:
“…the probability and magnitude of possible harms implied by participation in the research project will be no greater than those encountered by the subject in those aspects of his or her everyday life that relate to the research (Medical Research Council, Natural Sciences and Engineering Research Council et al 1998).

Each interviewee was informed that he/she could withdraw from the research project at any time without any explanation. In the instance where any controversial information was disclosed, I agreed with the interviewee to delete that information from the tapes and from the transcripts. Anonymity was respected.

6.0 EMPIRICAL ANALYSIS

The aim of the empirical research assessment is to understand the nature of the resource-seeking process for necessity entrepreneurs in two post-Socialist peripheries with vastly different resource structures. The twenty interviews took place in an agricultural periphery and a medium-sized town in the periphery (Osijek). The analysis will show how the factors framing entrepreneurship were used and what resources or barriers were found. The factors are addressed in the following order:  policy, cultural, financial, inter-firm networks, human capital and social capital. Each subsection is organized in the same manner. First, the entrepreneurs’ answers are assessed as a group. Second, the entrepreneurs’ actions are examined to see if there were any differences between the agricultural versus the town periphery. Third, the resources and barriers inherent in each factor from the entrepreneurs’ perspective is documented.


6.1 Policies as Resources

There are two forms of policies which can impact entrepreneurship supply. The first are policies affecting the framework conditions of entrepreneurship, for example, macro-economic policies. The second are policies created specifically for entrepreneurship development. The latter is where the entrepreneurs’ attention was focused so that the following questions could be answered:

	Which policy tools were used and found helpful in the entrepreneurial process?  
	Which policies or political institutions acted as barriers to firm start-up or growth? 

All Entrepreneurs

None of the entrepreneurs were familiar with the specific policies focused toward economic or entrepreneurship development. Instead they reacted to the outcome of policies in the form of programs and the institutions providing them. Policy resources came in two forms: 
	Financial: loans, grants, tenders, and subsidies
	Information: informational exchanges, education & training
The financial resources spurned on by policy came from the EU, national and county governments. Information resources came from the county Chamber of Commerce, Osijek University, and the agricultural extension service. In Table 9, using North & Smallbone’s rural policy typology, three policy tools most used in Slavonia were those that offered: specialized support, generic support and improved competitiveness. The numbers in Table 13 include multiple uses of policy tools by single entrepreneurs. Four entrepreneurs (20%) did not use any policy tools.

Table 13: Policy Tool Used by Entrepreneurs in Slavonia

Policy Tool	Percent of Entrepreneurs
Generic Support	40% (8)
Specialized Support	35% (7)
Improving Competitiveness	10% (2)
Note: Absolute numbers are in parenthesis.

Generic support was mostly in the form of information from the Chamber of Commerce on the particulars of starting a business and in the financial form of low-interest rate loans for SME’s.   Specialized support took on a variety of forms, for example, a pre-accession EU loan for builders involved in rebuilding war-torn regions, or EU and nationally funded training for dairy farmers interested in reaching EU standards. A policy to improve competitiveness was manifested in a modernization program for existing dairy farmers. 

Agricultural vs. Town Periphery

The largest difference between the two peripheries is that the town entrepreneurs were most interested in resources in financial form: loans, grants, and tenders. Actually, none of the town entrepreneurs participated in information or training programs. The entrepreneurs in the agricultural periphery were, by far, most likely to use education and training programs as well as the financial support of loans and subsidies. Three of the entrepreneurs in the agricultural periphery involved in construction, café ownership, and manufacturing used both information and training resources. However, the café owner and the manufacturer were highly critical of the organizations (e.g.: Chamber of Commerce) supplying these resources because of their “bureaucracy” and “irrelevant service offering”.  The entrepreneurs dealing in agricultural products were content with the quality of information, training or education offered through policy channels. 

The entrepreneurs’ comments on competitive weaknesses due to policy are broken down by periphery type in Table 14:

Table 14: Competitiveness Complaints Caused by Policy Institutions:
Agricultural vs. Town Entrepreneurs


Agricultural Periphery	Medium-Sized Town Periphery
Not enough food import controls	Policy setters lack economic/business acumen
Subsidies too low	Macro-economic adjustments are too slow
Grant/Tender process too complicated	Landownership/Building License Bureaucracy
Mixed views on the Chamber of Commerce	Negative views of the Chamber of Commerce
Custom’s laws are illogical & enhance bureaucracy and corruption.	No national or regional industrial plan for Slavonia


Table 14 shows that the agricultural periphery entrepreneurs focus specifically on issues over farming wanting more control on imports and increasing subsidies. The town entrepreneurs had a “big-picture” outlook and tended to see the larger issues outside of their industries. The entrepreneurs in the town suggest that if policy-makers had more business acumen they would ease market restrictions and trade. The builder in the agricultural periphery stated that the grant/tender process was too complicated for less educated entrepreneurs to understand and too time-consuming for the more educated, growth-seeking entrepreneurs.

Policies, Programs and Institutions: Resources or Barriers?

The entrepreneurs had clear opinions on what policy areas they thought were weak. Even though the questioning was directed at entrepreneurship, every entrepreneur brought the discussion back to the entrepreneurship framework – the macro environment. One entrepreneur who is also an economist stated:  

 “…I see it like this…if Croatia does not have capable government institutions to bring about basic levels of economic development, how in the world would we get the same structure to bring about entrepreneurship development? Any resources targeted at entrepreneurship development would just be wasted. We really need policies, plans, implementation strategies and good institutions to carry out the nation’s economic dreams. As of now, we have very little of that...”

Unanimously, they agreed that their ability to compete is severely compromised by the two top weaknesses: the macro-environment (economy and rule of law) and Croatia’s institutions (Table 15).

Table 15: The Weakest Policy Interventions

Policy Interventions	Entrepreneurs
Economy	100% (20)
Rule of Law	100% (20)
Institutions	75% (15)
Physical Infrastructure	15% (3)
Specialized Support	10% (2)

All of the entrepreneurs stated that weaknesses in the economy bled into almost every aspect of their business. Every entrepreneur bemoaned Croatia’s weak rule of law, at the same time acknowledging that it is slowly getting stronger under EU pressure. The legal system was cited as being especially problematic in handling corruption and in coddling debtors. Infrastructure weaknesses were cited by the three entrepreneurs most likely to feel Slavonia’s peripherality because of their international sales (The manufacturer, the wholesaler and the transportation logistics business owner). They believed they needed linkages which would give them faster and better ways to get to Western Europe. Two entrepreneurs believe more specialized support in the form of networking with business owners in Croatia and abroad is needed to be able to expand their networks and markets. 

6.2 Culture as a Resource
 
Assessing whether a culture is conducive for entrepreneurship can be done using two perspectives. The first perspective examines the aggregate psychological traits of a nation. The second perspective has to do with societal acceptance or legitimization of entrepreneurship which can be assessed in three ways: through levels of social acceptance of business ownership, through society’s tolerance of failure, and finally, through society’s tolerance of bureaucracy and corruption. Encompassing aggregate psychological traits and social legitimization, the following questions were formulated:  
	Do the entrepreneurs consider themselves “a breed apart” from the general population?
	Generally speaking, does the culture in Croatia support entrepreneurship? 
	What are the entrepreneurs’ views of business failure?
	How does bureaucracy and corruption affect starting and running a business? 

All Entrepreneurs
Aggregate Psychological Traits
Two factors need to be compared to see if the entrepreneurs saw themselves as a “breed apart” from non-entrepreneurs: a self-assessment of their personality traits (e.g. individualism and risk propensity) and the entrepreneurs’ assessment of the levels of individualism and risk propensity as an aggregate cultural trait in Croatia. Table 16 shows the results of the entrepreneur’s self-assessment of their personality traits. They placed themselves on a scale from 1-10 where 10 is the highest level of individualism and the highest tendency to take on risk.













Table 16: Self-Assessed Personality Traits

Entrepreneur	Individual-ism1-10	Risk Propensity1-10
AG Periphery		
 Cheese-making	10	8
 Construction	10	10
 Dairy	7	10
 Metal Mfg	9	6
 Pig Breeding	7	5
 Sausage-Making	7	6
 Bees/Honey	10	10
 Cafe	7	5
 Fruit & Veg Growers	10	9
 Multiple Entre &  Vintner	10	8
TOTAL POINTS	87	87
Medium Sized Town		
Florist	10	10
Design/Printing	8	6
Transport/Log.	10	6
Wholesaler	10	7
Retail Cosmetics	8	5
Multiple Entre & Vintner	8	10
Graphic Design	10	5
Construction	9	5
Travel Co.	10	8
Printing	10	5
TOTAL POINTS	93	67

The entrepreneurs in Slavonia had one aspect in common where the majority assessed themselves as highly individualistic (Table 16)​[22]​. When the entrepreneurs were asked to assess their society on being accepting or discouraging of individualism, most (85%) thought that society was not supportive of individual initiatives. They elaborate below:

 “It’s not easy to do things outside of the societal norm in Croatia and even harder to do it in Slavonia. People tend to see individualistic behaviour as something strange and therefore “bad”. Even if individualistic behaviour brings about something good like more jobs for the town, its still “bad” because then jealousy is involved. It’s hard to win in this society.”

“…in Slavonia many people look to others for approval; they tend to imitate each other’s aspirations…” 

When comparing the entrepreneurs’ assessment of Croatian society in this study to the assessment by Tavakoli, Keenan et al (Tavakoli et al., 2003) presented in the analytical framework, the results coincide. Both studies underline the fact that the Croatian culture is relatively intolerant of individual pursuits. It’s brand of collectivism is characterized by filial piety, mutual obligation, and concern for the needs of the group before oneself (Singer et al., 2003). This research shows that the entrepreneurs in Slavonia believe themselves to be different in terms of individualism than their non-entrepreneurial fellow citizens. 

Uncertainty Avoidance or risk aversion is another cultural trait described by researchers as a barrier to entrepreneurial action  ADDIN EN.CITE (Hofstede, 1984; Knight, 1921; McGrath et al., 1992; Sarasvathy, Simon, & Lave, 1998; Stewart & Roth, 2001).  In countries that rank high in this dimension, people feel threatened by uncertain situations. The entrepreneurs in Slavonia were asked to assess the level of their propensity to take risks in business. The majority (70%) place themselves above 5, having a higher than average willingness to take risks. 

When asked about society’s acceptance of people taking on risk, most of them (85%) believed that society in general was risk averse. They guessed correctly because the nation-level study also confirmed Croatians to be risk-averse (Tavakoli et al., 2003). Two entrepreneurs pointed to the micro-culture of Slavonia being even more risk averse than other regions of Croatia (e.g. Varazdin or Croatians from Herzegovina.)​[23]​  

Social Legitimization

The social legitimization of entrepreneurial action in Slavonia is examined using three factors: the social acceptance of business ownership, social acceptance of failure, and society’s tolerance of bureaucracy and corruption. The interviewees were asked to give their view on the perceptions of societal support for entrepreneurship. The general impression the entrepreneurs give is that the social acceptance of business ownership is in transition. It has transitioned from entrepreneurs being viewed as “war profiteers” and “privatization thieves” in the 1990’s to a tolerated and accepted career choice. Some of their comments reveal these changes: 

 “I think a time did exist when people were either envious of small business people, thinking they had more than the majority or thinking they were thieves. Today, I believe the atmosphere is different. Normal citizens recognize how much effort and hard work is put into operating a small business. There is less envy now. I think normal people are more upset with corrupt politicians or entrepreneurs who get rich with illegal actions. Regarding how small business is viewed, I think the overall impression is positive.”

“I think society views entrepreneurship positively especially when people see an evolutionary development in your business, you know, no get rich quick schemes. When they see the owner working 8-12 hours a day and often 7 days a week, they see how tough it really is and that it’s not for everyone.”

Tolerance of Failure: The Croatian culture ranks high in uncertainty avoidance (Tavakoli et al., 2003), therefore, the assumption can be made that fear of failure would diminish the willingness for entrepreneurial behaviour. Again the entrepreneurs see things differently. When asked if they were afraid of failure and what they would do if their venture failed, their answers were almost unanimous. Every entrepreneur said that they have a high tolerance for failure. The majority (80%) in the town and agricultural periphery said that they would try to start another business should they fail in their present endeavour. Not one entrepreneur feared a social backlash for failure. Some reasons for this could be is that the socio-economic level is so low for many citizens in Slavonia that there is no reason to be ashamed of having yet another economic setback.  Another reason could be that Croatia experienced so much change and transition (from Socialism, a war, immigration/emigration due to war, closing firms) that business beginnings and endings are not that rare of an occurrence.  Some of their views of failure include: 

“I think a person who knows his work and has capabilities should not view his failure as an inability. It can only mean that something needs to be changed.”

“Had I failed, I wouldn’t have given up but would have immediately started something new.”

“I don’t think that failure should occur in food production. I find that people give up too soon. Sure there are obstacles but they’re there to make us stretch our abilities and learn. Though…if I failed, I’d start again (another business).“

The third category of social legitimization explored in this section is society’s level of tolerance for bureaucracy and corruption. Every entrepreneur had a story on how bureaucracy and corruption have been responsible for weaker business results. After the macro-economic framework, the entrepreneurs consider bureaucracy and corruption to be second largest barrier to business growth. National indicators from the World Bank on levels of bureaucracy do indeed show that Croatia has high levels of bureaucracy and corruption. Out of 58 nations, Croatia ranks at 49th for bureaucracy levels in 2007 which is high compared to the USA and other Western nations. Some comments on bureaucracy & corruption:

“If I could change anything in Croatia, I would start with the bureaucracy, particularly customs which hugely affects my overseas transactions. I’m hoping with Croatia’s entrance to the EU these issues will be taken care of. Right now we have high tariffs, custom’s fees, VAT…for example, when I pay VAT on the import of goods, the government of Croatia holds it for 2 months then repays me. In essence, they suck up the money from commerce and they get an interest free loan from me for two months. What kind of thinking is that?”

“I didn’t expand my business which could then have employed between 20-30 people because of corruption. I applied for a loan and the bank officer told me that I need to give him 10,000 Euro if I wanted it. I declined. Imagine?! I already had the site picked out and reserved for the production facility, the architect’s drawings were in place, and I even had some building material. All of that had to be abandoned because of one greedy individual. Luckily today we have more choices for banks. But that kept me from expanding. And yes, there is plenty of corruption around today…too much.”

Agricultural vs. Town Periphery

Psychological Traits

Interestingly, there are many cultural aspects that are similar between the agricultural and town periphery entrepreneurs: They both tend to be individualistic, risk-takers, keen and accurate observers of society. Even though the entrepreneurs were over the average mark (5) on the scale for individualism, the lower level of individualism was found with the entrepreneurs in the agricultural periphery. Both groups of entrepreneurs assessed society’s collectivism correctly. The agricultural periphery entrepreneurs assessed themselves as being larger risk-takers. A reason could be that they view themselves as larger risk-takers because their economic environment is more hostile to business start-ups than in the town. Judging by what the entrepreneurs revealed about themselves and their assessment of society, they do see themselves as a breed apart.

Social legitimization

There were no differences among the entrepreneurs in their view on the social acceptance of business venturing, failure and the effects of bureaucracy and corruption. Both sets of entrepreneurs thought that society’s tolerance of bureaucracy and corruption was still too high and a barrier for their businesses. All seemed equally confronted by the problem. The graphic designer in the town felt that he did not have much pressure from corruption because of the innovative nature of his products and services. He felt that people in traditional industries like construction, restaurants/cafes had more problems with corruption. 

The Croatian Culture: Resources or Barriers?

The weaknesses in the culture include a non-entrepreneurial national psychological profile as well as a high tolerance for bureaucracy and corruption. However, there are some strengths as well. Namely, the culture is generally accepting of business venturing and does not stigmatize failure. The social acceptance of entrepreneurship is in a process of evolution. The entrepreneurs agree that the image of entrepreneurship is improving and expect it to further improve. 

6.3 Financial Institutions as Resources

In the theory section on financial institutions, a contradiction in research had been presented where external financial capital was not a deciding factor for entrepreneurs to start a business (Grilo, Thurik, & Van Weck 2008). This surprised the entrepreneurship research community because previous research and policy have always seen outside sources of financing for business start-up as an integral part of entrepreneurship development. With this contradiction in mind, the necessity entrepreneurs in Slavonia explain what role formal financial institutions had in their start-up and/or growth process. The questions they answered were:
	Where was start-up financing found? 
	Where was financing for business growth found? 

Their answers are divided to reflect the timing of financial capital infusion (start-up or growth phases), and the source of financial capital (private or institutional channels). 

All Entrepreneurs

Timing of Financial Capital

More entrepreneurs (65%) used financial capital for start-up than for growth (40%) (Table 17). Those financing growth were entrepreneurs with larger businesses and employing more people.  



Table 17: Timing of Financial Capital Needs: Start-up vs. Growth

Entrepreneurs	Start up financial capital	Growth financial capital	Both 
Total (20)	65% (13)	40% (8)	35% (7)
Agricultural Periphery	54% (7)	38% (3)	29% (2)
Town Periphery	46% (6)	63% (5)	71% (5)
              Note: Ag and town percentages were taken from the totals in the start-up (13), growth (8), 
              and both (7) columns.


Sources of Financial Capital

The 20 entrepreneurs started their businesses at different phases of Croatia’s development. When Croatia had just emerged from the war, banks were offering high annual interest rate loans on the level of 18-30%. Understandably, these loans were too risky for the entrepreneurs contemplating start-up at this time. Instead, most of the entrepreneurs who started their businesses from 1991 until approximately 2000 chose to finance from private channels. The most favoured sources for private financial capital in order of preference were:
1. Their own savings
2. Family
3. Friends
4. Suppliers/other business partners. 

After 2000, policies started emerging for the development of entrepreneurship in the country. Small business loans supported by the government became available for 1-2% annual interest rates (Croatian National Bank). Table 18 takes a closer look at the differences in borrowing sources at start-up. 

Table 18: The Sources of Financial Capital at Start-up:
               Private Channels vs. Financial Institutions

	Private	Financial Institution	Both	TOTAL
Total entrepreneurs (n=20)	45% (9)	50% (10)	25% (5)	(19)
Agricultural Periphery	33% (3)	70% (7)	40% (2)	
Medium Town Periphery	67% (6)	30% (3)	60% (3)	

Table 18 shows that slightly more of the entrepreneurs used formal financial institutions for financing their businesses. The entrepreneurs of the larger businesses (design/printing, transport/logistics, construction) instead explained that they preferred to borrow from their suppliers or contractors when they wanted to grow the business or keep cash flow in control. These entrepreneurs needed financial flexibility which banks or even government-backed financing could not justify providing. The implication is that formal financial institutions do not fulfil some of the needs of the town entrepreneurs.

Grilo, Thurik and Van Zwek ‘s study did suggest that financing from formal institutions may not be a deciding factor for business start-up and success. Two town entrepreneurs give explanations on why they think financing from formal institutions was not a deciding factor for business success: 

“Having access to money is an important thing, but success and growth are linked to know-how and not finances. How many times do you see these special government programs throwing money at people starting businesses and they fail. The crazy thing is that they do it over and over again, and the people keep failing. Why does this happen? Well….I think some form of knowledge is missing…either in the industry or in business or whatever. Money will not make a business fly, it’s much more complicated than that.”

“Financial resources are important but there is a limit. It’s not enough to take out a loan, you also have to be sure to be able to repay it. A financially overstretched company is a company with cash flow problems and that is the death of any small business. When banks want their money, they want it TODAY. My suppliers don’t mind if put off payment for a few days.” (Emphasis by interviewee)

However, among necessity entrepreneurs in the periphery external financing was used by the majority of entrepreneurs. Therefore, providing relevant financial tools for entrepreneurs in the periphery does fulfil a need even if it’s not a deciding factor for success.

Agricultural vs. Town Periphery


Those who were more likely to finance for growth were the town entrepreneurs (63%) and they were more likely to use financial capital for both start-up and growing their businesses.  The agricultural periphery entrepreneurs (predominantly farmers) used financing for start-up more than growth due to more attainable loans with better interest rates. Also, they often needed more expensive equipment in the beginning of their businesses. 

The town entrepreneurs often found private channels of financing more expedient and flexible than applying to banks. The agricultural periphery entrepreneurs, on the other hand, found that formal institutions served them well for their needs at the start of their ventures. 

Financing: Resources or Barriers?

The agricultural periphery entrepreneurs considered the government-backed loans for agriculture favourable and found that they were an integral part of starting their business. The entrepreneurs who were not pleased with the financing available in Croatia were the town entrepreneurs and those entrepreneurs in the agricultural periphery who worked outside of agriculture. Some of their criticisms include: unfavourable loan conditions before the year 2000 and a time-consuming and bureaucratic loan application process in the present.  Private channels of financing are a resource of choice for the town entrepreneurs wishing to grow their businesses. Even though loan conditions are much more favourable today, the town entrepreneurs still use private channels because they want to avoid the formal loan application process and have more flexibility in re-payment. Therefore, low-interest SME loans from formal institutions are a start-up resource for agriculture entrepreneurs. However, the town entrepreneurs still view them as rather inflexible and thus, less relevant for their businesses. 

6.4	 The Industrial Structure as a Resource

As mentioned in the theoretical section, Eastern European peripheries have weakened industrial structures lacking a diversity of firms. Large firms in Slavonia consist mostly of manufacturing/food processing firms and are rather scarce on the industrial landscape. As a whole, it can be said that the industrial structure in Slavonia weak and offers little economic dynamic to the region. Therefore, the entrepreneurs in Slavonia tend to depend on their social networks and inter-firm linkages with other small firms. To understand the nature of these linkages, the following questions were asked:

	What is the spatial extension of their networks?
	What resources are provided?




All Entrepreneurs

All of the entrepreneurs agreed that their networks were the second most important resource after their own capability set. They also unanimously agreed that their network helped them not only survive in a relatively unsettled environment but to also thrive.

Agricultural vs. Town Periphery

The only difference between the agricultural and town periphery entrepreneurs is that the agricultural entrepreneurs had markedly smaller networks. The town entrepreneurs had more firms in their networks both at start-up and in the present. The agricultural periphery entrepreneurs had connections with government and trade organizations and other farmers. The entrepreneurs in the town had more large firms, SME’s in their network. What could some reasons be as to why the town entrepreneurs have larger networks? First, the entrepreneurs in the town live in a place with a denser agglomeration of larger firms and SME’s making it easier to develop their regional networks. Second, the entrepreneurs in the town are more educated, as a result, all of them speak either English, German or both, which gives them an advantage when expanding their networks on an international level.

Spatial Extension of the Network

Some entrepreneurs expressed frustration at not having more access to national and international entrepreneurs or firms. The analysis shows (Table 19) that in reality the spatial extension of their networks does reach national and international levels. The entrepreneurs’ dissatisfaction points to two possibilities: first, that more can be done to expand their networks and second, that they need help in using these networks to expand their markets (vs. not only being supplied by them). The entrepreneurs in the agricultural industry in the agricultural periphery are the only ones who do not have national and international networks. Table 19 shows the interviewees industries, their location (T=town, A= agricultural), education levels and spatial linkages.  




Table 19: Spatial Linkage per Industry
Industry	Location	Education	International	National	Regional	Local
Floral Boutique	T	University	X		X	X
Building/Construction	A	University	X	X	X	X
Transport/Logistics	T	University	X	X	X	X
Metal Manufacturing	A	University	X	X	X	X
Wholesale/Trade	T	Trade	X	X	X	X
Agriculture	A	Secondary or less	*	*	X	X
Café/Hospitality	A	Trade			X	X
Graphic Design (1 man)	T	Trade				X
Graphic Design/Printing (firm of 52 employees)	T	Trade & University	X	X	X	X
Wine-making	T & A	University		X	X	X
Specialty Travel	T	University	X	X	X	X
* The only person with international & national connections is the artisan cheese-maker and her international connection was superficial – a one-time event. The other agricultural periphery entrepreneurs had connections with regional extension agencies, the university and trade organizations.


The spatial extension of the linkages provides two insights: the higher the education of the entrepreneur and if he lives in the town, the more likely it is that he will be internationally linked and have more linkages of all types. Some examples of the nature of the international linkages include: 

	The builder in the agricultural periphery (Bachelor’s degree in civil engineering) regularly goes to or sends his workers to training seminars in Germany, Austria or Italy because these suppliers often require training on the use of their materials. 

	The graphic design and printing entrepreneurs (Bachelor’s in economics & engineering) get their inspiration and quality standards from meeting firms at international competitions.​[24]​ 


	The florist (Bachelor’s in agronomy) has international connections which include a mentor whom he met in a training program in the Netherlands and suppliers in Italy and the Netherlands.

	The travel agency owner (Bachelor’s in art history) organizes culture-oriented travel with a focus on art and music. His international connections are the suppliers of hotels, restaurants, and events.

Below three entrepreneurs tell how they use their international contacts and how important they are for their businesses: 

Skills & Quality Standards
“Our German, Italian and Austrian suppliers (of building materials) require that we train our workers to their standards. So I send my workers abroad to learn about the new materials and they come back with a vision of the high levels of quality we have to uphold. I even meet some of my foreign suppliers for family ski holidays in Austria.” (Builder)

International Suppliers and Customers

“We sell worldwide.  All the equipment and machinery we use in the manufacturing process is high tech – computerized and updated. We purchase German materials…manufacture in Croatia and the Austrian arm of the company handles all sales. We’re on the internet, in trade magazines, we attend world fairs. Last year we were in Bangkok, Moscow and Bern. This year we’ll be in America and Canada.” (Metal Manufacturer)

Mentoring

“After my mom, the most influential person in my skill development was a woman from the Netherlands…She’s frequently come to Croatia to hold training seminars. She’s expanded my vision for design. Because of her, I created a certification for florists in Croatia, I hold the training seminars right here in Osijek. Without her, there is no way I would have won the international award for floral design.” (Florist)

Inter-firm Networks: Resources or Barriers?

The Slavonian entrepreneurs show that their inter-firm networks not only help businesses survive but also to thrive. Their networks provided resources in two categories: providing access to capital and obligation/reciprocation. 

Networks providing access to capital: The types of capital enabled through networks in Slavonia include financial capital, information, and human capital. When capital markets and financial institutions were unwilling or unable to provide funds for emerging enterprises, after personal savings were exhausted, the interviewees turned to their network for help. Another resource the entrepreneurs received from the social network was information. Especially in highly dynamic environments like a nation in transition, the social network directs the flow of information in a timely, useful way. The network was also responsible for finding partners for business, new employees, new suppliers, or bridging to other networks. The entrepreneurs were asked to identify which resources they thought were most important from their social or inter-firm connections (Table 18). Their answers were categorized and listed in order of frequency mentioned:
1.	The most important was market information (12); 
2.	then human capital in the form of employees or subcontractors (6);
3.	understanding quality standards of the industry (5); 
4.	training & education (4); 
5.	finally, financing (3) and product information (3) 


Comments on Funds, Information, Human Capital & Social Networks
“How we borrowed money in the beginning? Hah! It was from our savings, then it came from our parents and finally, we even went begging to our friends.” (Graphic Designer/Printer)

“I have to be honest, the director of the Croatian Development Bank, who is a friend of a friend,  was a great source of information on how to apply for funds. He was instrumental in the success of our business” (Serial Entrepreneur)

“When we need to hire someone, we always start with asking people we know if they have anyone in their network who could fit the description of what we need. This way we’re more secure in the knowledge that we’re getting someone who won’t lie about their accomplishments.” (Wholesale Trader)

“A friend had another friend in Zagreb who helped me find new customers…he was in a complementary part of the business. He helped me grow my market by 25% just over a glass of wine” (Builder)

Networks of Obligation: Other authors have mentioned that political power is one of the most significant resources in predicting the survival of small companies in Eastern Europe (Mihaly Laki & Szalai, 2006; Lorentzen, 2005). Political power bestows the ability to obtain permits, import and export efficiently, receive favorable treatment regarding taxation, contracts, grants, real estate and other assets (Puffer & McCarthy 2001 p. 31). Most of the entrepreneurs (75%) mentioned having to side-step government regulation at different times in order to remain competitive. These entrepreneurs agreed that having a network of obligation with local officials is an essential part of business survival in Slavonia. 

Most of the entrepreneurs (15) express frustration at not having even larger networks which are not only supply-oriented but also sales-oriented.  Two entrepreneurs living in the agricultural and town periphery, respectively, describe what these networks and their resources mean for their businesses. The second entrepreneur has a suggestion as to what existing infrastructure can aid them:  

“What entrepreneurs in places like Slavonia need is access to more firms. When we’re so far away from everything, these networks teach us about realities that we have to deal with…competition, quality standards in our industry, where the information and training is… Because outside contacts and sales are so important for the success of my firm, we will be spending up to 20% of our income on trade show visits.” 

“Entrepreneurs in Slavonia, maybe even in all of Croatia, are not well networked among themselves. Then how can one expect Croatian entrepreneurs to be connected to other entrepreneurs in Europe? Of course the Chamber of Commerce and other government organizations can help with this…they have the infrastructure and human resources to do this.” 

When a region is depleted of resources like Slavonia is, not only is a large network important for resource accumulation but the network’s spatial reach is of integral importance. The entrepreneurs with larger, more professional businesses are keenly aware of this and are prepared to invest sizeable amounts of time and money to develop national and international networks.

6.5 Human Capital as a Resource

The three aspects of human capital – education, career experience, and personality traits – assessed in the theory section are explored from the perspective of the individual entrepreneurs by answering the following questions: 

	How can formal education be characterized between the two peripheries?
	What are the career experiences of the entrepreneurs in the two peripheries?
	How do the entrepreneurs characterize their own personality traits, do they differ?
This section does not have an “All entrepreneurs” assessment, instead a comparison with the agricultural and town periphery begins at once.

Agricultural vs. Town Periphery

Education

Research on peripheries shows that, on the aggregate, education levels are lower the remoter the periphery (Kalantaridis, 2004). Table 20 shows that Slavonia’s remoter agricultural periphery does, indeed, account for lower levels of education. Only 10% of the agricultural periphery entrepreneurs have a university degree while 25% of the town entrepreneurs have one. Two conditions may be responsible for lower levels of education in the agricultural periphery: lower disposable incomes (Table 5 on demographics) and larger distances to a university town increasing the expense of an education.

Table 20: Education Levels & Periphery Type

	Below Secondary	Trade School	Secondary	2 Yr Uni	University	GraduateSchool
Total Entrepreneurs (n=20)	5% (1)	25% (5)	15% (3)	15% (3)	35% (7)	5% (1)
Agricultural Periphery	5% (1)	20% (4) 	5% (1)	5% (1)	10% (2)	5% (1)
Medium-Sized Town in Periphery	0	5% (1)	10%	10% (2)	25% (5)	0

How might education levels affect their businesses? The two entrepreneurs with the highest education in the agricultural periphery (the factory owner and the builder) are responsible for supplying the most jobs, 53 to be exact. The other eight entrepreneurs in this periphery without degrees account for 21 jobs. 

The five university educated entrepreneurs in the town also account for the most jobs (132). One can conclude that a university degree does encourage better opportunity recognition and exploitation for entrepreneurs in both types of peripheries. 
	
Career Experience

Varied career experiences are often cited in entrepreneurship literature as supporting more productive forms of entrepreneurship. In the theoretical section, I used a typology of career experience expressed by Shane (Shane, 2003) to assess the interviewees. As Table 21 shows, the most common form of experience held among the entrepreneurs in decreasing order are: industry experience; then functional experience and general business experience come to a tie; followed by vicarious experience, then in last place, start-up experience.






Table 21: Slavonian Entrepreneurs’ Career Experiences

Industry	Industry	Functional	General Business	Vicarious	Start-up	Size of Business
AG Periphery						
Cheese-making	X					Small
Construction	X				X	Larger
Dairy						Small
Metal Mfg	X	X	X	X		Larger
Pig Breeding	X					Small
Sausage-Making	X					Small
Bees/Honey				X		Small
Café			X			Small
Fruit & Veg Growers						Small
Multiple Entre & Vintner	X	X	X	X	X	Small
Medium Sized Town						
Florist	X	X	X	X		Small
Design/Printing	X	X		X	X	Larger
Transport/Log.	X	X	X			Larger
Wholesaler	X	X	X		X	Larger
Retail Cosmetics	X					Small
Multiple Entre & Vintner	X	X	X	X	X	Larger
Graphic Design	X					Small
Construction	X	X				Larger
Travel Co.			X			Small
 Printing	X	X	X			Small
   Note: A business was considered “larger” when it had more than 10 employees.


The table shows that the more career experience an entrepreneur had, the larger his business. It also shows that the town entrepreneurs had more varied experiences than those in the agricultural periphery. This is to be expected due to the agglomeration of firms there.  The most common experience they gained was in their respective industries. Sixty percent of entrepreneurs (60%) in the agricultural periphery had industry experience while all of the town entrepreneurs (100%) had prior experience in their fields.  The benefit of previous experience in one’s industry is summed up by two entrepreneurs: 

“I worked in the transportation/logistics field before and that experience helped me see where the customer service holes were. I could basically see what I could do better.”

“I worked at a printer’s and I was frustrated at the lack of creativity in the field. Graphic design and printing could be really fresh and hip and no one knew it. Being in the middle of the field showed me my competitive advantage because I knew everyone else’s weaknesses.”

Previous start-up experience also had its purpose in sharpening business skills and helping to identify later opportunities. A builder describes his first experience with starting a business outside of his field: 

“…having a perfume store was more of an act of exhibitionism and something to pad the wallet in very difficult times. I did learn about the business start-up bureaucracy which I later applied to my construction business and it also helped me focus on what was important…it helped me realize that my true skills are in engineering and considering the need for rebuilding after the war, I was in a good position in terms of market demand.”

Vicarious and start-up experience were the least likely types of experiences to be had which is also not surprising considering Croatia’s limited entrepreneurial history and Communism’s effects.
When available, vicarious experience came from two sources: parents who were entrepreneurs (the metal manufacturer and the florist) and mentors (the rest). Two entrepreneurs (multiple entrepreneur & design/printer) received vicarious experience from managers in large state-owned firms. The insights gained from the Socialist managers were focused on general business and functional experience. The designer/printer said:

“The managers from the big state-owned companies were at least 20-30 years older than me. They shared their experiences on the basics of running a business. One manager in particular from Vito Karton (a now defunct Socialist printing company which used to employ 800 people) was our greatest source of knowledge. He was first our customer, then our mentor when Vito Karton went bankrupt. Watching him manoeuvre through difficult times, taught us a lot…”

The entrepreneurs involved in farming in the agricultural periphery have one aspect in common and that is that they have the least varied experiences of all of the entrepreneurs – even those in other industries in the agricultural periphery. These entrepreneurs also happen to be the least educated which could account for a shortening of experiences. 

Personality Traits

Personality traits are the third and final aspect of the Slavonian entrepreneurs’ human capital assessment. Four personality traits were chosen for the reasons presented in the theory section: need for achievement, locus of control, risk propensity, and optimism. The literature has shown that most entrepreneurs show a high need for achievement, an internal locus of control, are more willing to take on risk and are more optimistic than the non-entrepreneurial population  ADDIN EN.CITE (Hofstede et al., 2004; Mitchell et al., 2007; Shane, 1992, 1993). Table 22 shows the subjective assessments of the entrepreneurs when they rated themselves on a scale from 1-10 and divided by their geography. 

Table 22: Personality Trait Self-Assessments by Slavonian Entrepreneurs

Entrepreneur	Need for Achievement1-10	Locus of Control1-10	Risk Propensity1-10	Optimism1-10
AG Periphery				
Cheese-making	10	10	8	10
Construction	9	10	10	9
Dairy	5	7	10	6
Metal Mfg	8	9	6	8
Pig Breeding	5	7	5	6
Sausage-Making	5	7	6	5
Bees/Honey	10	10	10	10
Cafe	5	7	5	7
Fruit & Veg Growers	10	10	9	10
Multiple Entre & Vintner	8	10	8	8
TOTAL POINTS	75	87	87	79
Medium Sized Town				
Florist	7	10	10	10
Design/Printing	9	8	6	9
Transport/Log.	9	10	6	10
Wholesaler	10	10	7	7
Retail Cosmetics	6	8	5	10
Multiple Entre & Vintner	6	8	10	8
Graphic Design	5	10	5	5
Construction	9	9	5	8
Travel Co.	10	10	8	10
Printing	8	10	5	10
TOTAL POINTS	79	93	67	87
	

The agricultural periphery entrepreneurs believe themselves to be greater risk-takers and less optimistic. The town entrepreneurs see themselves as having a higher internal locus of control. The need for achievement or level of ambition was almost similar between the two peripheries, the town entrepreneurs being slightly higher. 

Human Capital: Resources or Barriers?
Low education levels predominate in the more remote agricultural periphery. Those entrepreneurs with higher levels of education have larger businesses and employ more people. Though most of the entrepreneurs, regardless of periphery, had previous experience in their industries they diverged in the variety of careers previously held. The town entrepreneurs had more career variety.  Therefore, education and having a varied career experience are human capital resources which seem to support a more robust form of entrepreneurship. Other researchers have come to this conclusion as well in more robust settings [e.g.:(Shane, 2003)].

The entrepreneurs’ self-assessed personality traits are along the lines of the archetypal entrepreneur who is characterized as having an above average need for achievement, internal locus of control, risk propensity, and optimism. Sharing an entrepreneurial personality seems to be a common dominator among all of the entrepreneurs and therefore, this personality archetype could be seen as a resource. From the analytical framework section, we know that Croatia’s national psychological profile is the exact opposite from that of the entrepreneurs in this study. Therefore, the Slavonian necessity entrepreneurs in this study have different personalities from their fellow citizens in the core and in the periphery.

6.6 Social Capital as a Resource

General levels of social capital are lower in Eastern European than in Western European countries (Puffer & McCarthy, 2001) . Researchers often attribute low social capital levels with “hostile” business environments inasmuch the following conditions exist (Puffer & McCarthy, 2001): 
1.	Declining GDP
2.	Declining purchasing power
3.	Lack of skilled workers due to a poor or outdated education system, emigration or declining population
4.	Poor infrastructure
5.	Lack of a rule of law 
6.	Government overregulation and burdensome regulations 
7.	Political uncertainty, social unrest, or war. 

The implication for entrepreneurship is that it cannot rise to the challenges of a resource-intensive, growth-oriented form because of these handicaps which forces the supply of necessity entrepreneurship to increase. Five out of the seven hostile environments exist in Slavonia (1,2,3,4,6) indicating that social capital would be at low levels. For a portrayal of social capital in Slavonia as experienced by the entrepreneurs, the following questions were asked:
	Do the entrepreneurs trust Croatian institutions?  

	Do the entrepreneurs join clubs or organizations?


All Entrepreneurs

Trust in Institutions

The entrepreneurs in Slavonia have low levels of institutional trust. On a scale of 1-10, where 10 is the highest level of trust, no score among the 20 entrepreneurs went above 3. The level of distrust could not be differentiated by other factors like education, geography, industry, etc. The institutions most distrusted were those having to do with the government. The complaint most often cited (18 out of 20 entrepreneurs) with the government was that it was out of touch with the economic realities of the entrepreneur or the business world in general. Government institutions were seen as place-markers for providing jobs or securing careers and not for providing value to society. This severe distrust of the Croatian government has some mooring in recent Croatian history. First, the inequalities born by Croatians under Communist Yugoslavia are still in recent memory as are the very recent inefficiencies, mismanagement and corruption of the new democratically elected Croatian governments since independence. Two entrepreneurs provide their perspective on why they distrust institutions in Croatia:
“We don’t like to admit this but we’re (Croatia) a long way off from being organized and functional. I think there are too many unqualified people in positions where they shouldn’t be. Unqualified politicians in high positions give these unqualified people their support and therefore a security. And, it’s a vicious circle which we don’t know how to get out of. ”

“We Croatians don’t trust our institutions because the institutions don’t deserve our trust. On a daily basis, in the simplest of tasks, for example getting an ID card renewed, we are reminded that these bureaucracies just exist for themselves and their narrow interests…and forget about getting something done transparently or quickly.” 

The entrepreneurs in both peripheries are aligned in their distrust of institutions which would require them to avoid government institutions as much as possible or use their valuable time and resources in managing them. 

Agricultural vs. Town Periphery

Involvement in Organizations

The importance of involvement in organizations or clubs in increasing social capital and providing resources to communities has been highlighted by Robert Putnum’s book Bowling Alone (2001). All of the entrepreneurs in Slavonia were involved in some kind of organization either for business or pleasure.  In order of frequency of attendance, the most popular organizations were:
	Trade organizations
	Sports clubs
	Church attendance
	And finally, cultural/special interest clubs. 

The agricultural and town periphery entrepreneurs do not differ in the frequency of organization involvement. The average frequency of association was two times a week in both peripheries.  However, the difference between the peripheries is with the type of organizations they spend their free time with. The agricultural periphery entrepreneurs tended to be the most active in their churches, trade organizations and special interest clubs, in that order. While the town entrepreneurs tended to be involved in sports clubs, trade organizations and cultural clubs, also in that order. 

Social Capital: Resources or Barrier?

The two most often cited resources from organization involvement were access to information and the strengthening of social networks. In essence, all of the entrepreneurs viewed their participation as having helped their business in some way. The entrepreneurs in Slavonia show that they are not a part of declining national association statistics. On the contrary, they are more active in their communities than the average Croatian (Stulhofer & Landripet, 2005). 

A potential barrier for entrepreneurship development can be found in how institutions are viewed in Croatia by the entrepreneurs in this sample. All entrepreneurship development programs have to be offered through an organization or institution. If institutional distrust is high, then the entrepreneurs are more likely to ignore entrepreneurship development programs, even those that are well-planned and offer relevant resources. 

7.0 EMPIRICAL SUMMARY

The aim of this section is to summarize how the entrepreneurs view the six factors framing the environment for entrepreneurship in the agricultural and town periphery. Each subsection will answer the first two research questions put forth in the introduction. They are: 

1) What resource structures are used and for what purpose by necessity entrepreneurs in two Croatian (post-Socialist) peripheries?

2) How do the entrepreneurs assess the resource structures in terms of their strengths and weaknesses?

7.1 Policy Summary

The entrepreneurs had the most benefit from two kinds of policy support: Generic support (the details of business start-up & financing) and specialized support (specific to the industry). The town entrepreneurs only used resources in financial form and never participated in information or training programs from the government or government institutions. Some possibilities for the town entrepreneurs’ less frequent participation in these programs are that they have higher levels of human capital thus needing less aid or that they had other sources of information, training and education which do not stem from policy initiatives. The agricultural periphery entrepreneurs tended to use resources in the form of financing and training/information. None of the entrepreneurs suggested that they needed more general programs directed at entrepreneurship. The multiple-entrepreneur (manufacturing & winery) believed that Croatia had enough interventions for the development of entrepreneurship and suggested the following: 

 “…for Croatia it would be so much better if the government would just do its job and stabilize the whole country... We need so much of the basics still….better education and health care, less corruption, more competitive and diverse industries, more transparency, more jobs…if we had all of that…the (real) entrepreneurs would know what to do.” 

Along this vein, all of the entrepreneurs thought that the most important policies are those strengthening the framework conditions of entrepreneurship. Policies strengthening the economy and judicial system were seen as potentially have the most impact on their competitiveness. At present, economic and judiciary weaknesses were cited as their greatest barrier to growth with bureaucratic institutions in third place. The entrepreneurs did differ on what they cited as specific economic policy weaknesses. The agricultural periphery entrepreneurs believe that Croatia needs to tighten her import controls on food products and increase subsidies. The town entrepreneurs cited the need for better institutions and a better macro-environment. Bureaucratic government institutions were another weakness cited by mainly the town entrepreneurs. They suggest that the government dedicate itself to stream-lining all core institutions having to do with trade. The pig-breeder suggested the necessary qualifications policy-makers in Croatia should have: 

“…(they should) not only (be) qualified in their head, but in their hearts…they have to understand that they have a responsibility toward the people…that they’re actually public servants…that means servants to the people and not the other way around which is unfortunately how they often behave.”

7.2 Culture Summary

Even though the aggregate psychological traits of the Croatian culture point to a non-entrepreneurial society (Tavakoli et al., 2003), the entrepreneurs suggest that there are some resources embedded in the culture. They think there is social acceptance or legitimacy toward business ownership and it seems to be evolving in a positive way. Another cultural strength is that society does not punish business failure. Therefore, allowing entrepreneurs to experiment with business ideas without the added fear of being socially ostracized should they fail. 

Croatia’s culture is marked by collectivism, risk-aversion, femininity, and large power distances; all marks of a non-entrepreneurial society. The entrepreneurs in this survey rated themselves to be the exact opposite, essentially a “breed apart”, from their fellow citizens. Even if there is a social acceptance for entrepreneurial endeavours there appears to be little social support. According to the entrepreneurs, the most debilitating cultural weakness, by far, is the high level of social tolerance for inefficient bureaucracies and corruption. They claim that these cultural weaknesses siphon away too much of their time and money from the development of their businesses.

7.3 Financial Institutions Summary

The majority of the Slavonian entrepreneurs (65%) used financing for start-up activities and 40% used financing for growing their businesses. Entrepreneurs living in the agricultural periphery were more likely to use formal institutions for borrowing and the town entrepreneurs were more likely to use private channels. Their preferred private sources of funds were their family and friends for start-up and their suppliers or other business contacts for growth or cash flow management. 

The agricultural periphery entrepreneurs thought that government-backed, low interest loans were a valuable resource for their businesses. On the other hand, the town entrepreneurs saw some government-guaranteed loans to be irrelevant for their businesses even if interest rates were low (1-2% annually). They found the loan application process to be too time-consuming and loan conditions to be restrictive, e.g.: needing to hire more people for loan consideration. 

7.4 Industrial Structure Summary

A robust industrial structure is lacking in Slavonia. There are few large firms and among those, food processing is the common industry they represent. On the other hand, Slavonia has a prevailing density of SME’s due to the lack of other employment options and it being a predominantly agricultural region. Therefore, the entrepreneurs in this sample depend on linkages with other SME’s for gaining access to capital and/or creating relationships of obligation.  

The characteristics and the spatial reach of the networks differ between the two peripheries. The entrepreneurs in the town have larger networks and these networks reach beyond the region nationally and even internationally. There appears to be a connection between education and network spatial reach because the town entrepreneurs with a tertiary education were the only ones with international linkages.  The entrepreneurs in the agricultural periphery mostly relied on regional networks and had the smallest businesses. It seems that being able to reach beyond the region for resources is integral to business success and growth. The majority of entrepreneurs (15) believe that there are not enough forums for networking within their industries and within entrepreneurial circles. One entrepreneur suggested that the present entrepreneurship development infrastructure (the Chamber of Commerce and the Ministry of Economics, Labour and Entrepreneurship) could be more active in helping to create connections with other firms on a national and international level. 

7.5 Human Capital Summary

Education & Experience

In my view, education is the most critical of all the factors framing entrepreneurship beyond the absolute basic requirements of peace and a rule of law. This study has shown that higher educated entrepreneurs, even in a depleted periphery, are able to recognize and exploit better opportunities. They have more and different kinds of career experience. Their networks tend to be larger and on a larger spatial scale, which gives them a broader reach into a variety of resource possibilities. Entrepreneurs with tertiary levels of education also provide more jobs. They create this relative abundance even if their initial motivation for starting a business was due to necessity. Further, they have shown that they can stay in business despite weak environmental factors and even in some cases, grow their businesses. 

It is interesting to note that even less educated agricultural periphery entrepreneurs showed intellectual initiative by taking advantage of learning opportunities or creating these structures themselves because of the need for more knowledge. They displayed an eagerness to know more about their industries and often enrolled in training programs pertinent to their businesses. They also created their own “knowledge forums” if none existed. Even if their businesses remained small, there was a new dynamic created on the individual (increased learning and knowledge) and even on the community level (new information structures where none previously existed). 

Personality traits

The necessity entrepreneurs in Slavonia have classic entrepreneurial personalities​[25]​. They are more optimistic, more likely to take risks, have a higher need for achievement, and more individualistic than the rest of the Croatian population. They are truly a “breed apart” in a culture valuing sure outcomes and collectivism. Personality differences between the agricultural periphery entrepreneurs and the town entrepreneurs were not that considerable. The entrepreneurs in the agricultural periphery were somewhat less optimistic, had slightly less need for achievement, and saw themselves as larger risk takers than the town entrepreneurs. 

7.6 Social Capital Summary

The analysis of social capital, conceptualized as trust in institutions and levels of association shows that this sample of entrepreneurs mirrors Croatian society in mistrusting institutions and sets itself apart by associating more in extra-work activities. The town entrepreneurs tended to be active in sports clubs, followed by trade organizations. The agricultural periphery entrepreneurs were more likely to attend religious services, also followed by trade organizations. 

The entrepreneurs’ widespread distrust in institutions channels their behavior into finding other resource channels or in using their resources to manage the institutions integral to their business operations. The problem with such a severe mistrust of Croatian institutions is that there is the danger of well-planned, relevant programs being ignored which might in reality provide solid resources for the entrepreneurs. International entities, like the EU, have to use Croatian institutions to disseminate their resources. Therefore, there is the possibility that investments from the EU are not channeled and implemented in the most productive way. On the other hand, the high level of association among entrepreneurs in both peripheries acts as a resource by strengthening social capital levels in their communities.

8.0 CONCLUSION

The goal of this research is to understand the necessity entrepreneurs’ business venturing process in a post-Socialist periphery. This type of entrepreneur is least understood because no frameworks exist from which to observe their actions and their economic outcomes are often considered to be less important than those of opportunity entrepreneurs. I believe that their business venturing process is best understood when the thread of their resource-gathering is followed. To do this, I developed an analytical framework to take into account different factors framing entrepreneurship which either provide resources or create barriers in two distinct peripheries. In this study’s conclusion, the empirical contributions are presented which include the framework mentioned above and the answers to the following research questions:  

3) How do resource structures determine the entrepreneurial process in two different peripheries?

4) How can the benefits of necessity entrepreneurship be characterized for the local economy & society? 

After the empirical contribution, this paper’s theoretical contributions to the fields of entrepreneurship and regional development are presented. Finally, a few suggestions are made for policy-makers and practitioners interested in creating targeted and relevant interventions to support the development of entrepreneurship in CEE peripheries. 

8.1 Empirical Contribution

There are two sets of empirical contributions in this study. The first is the analytical framework which was created to observe the necessity-motivated entrepreneur in his/her resource gathering process. This analytical framework was inspired mainly by the writings of Verheul, Wennekers, et al; Arzeni, Eposti et al and Shane  (Arzeni et al., 2002; Shane, 2003; Verheul et al., 2001). It is useful in that it focuses on the web of actions of the entrepreneur and not solely on the entrepreneurial outcome. By using the framework to examine the actions of the entrepreneur, the interaction between the individual and the opportunity-defining environment comes into focus. This provides a different angle to assess the value of necessity entrepreneurship. For example, if we were to just look at the outcome of the bee-keeper’s entrepreneurial actions, it would be rather modest and uninspiring. He employs four people and sells his small production of medicinal honeys in the region. When we focus on his resource-gathering actions, we find that he is single-handedly responsible for creating a regional bee-keeping cluster. Moreover, this cluster is pressuring the government in Zagreb to institute honey quality ratings which will impact the consumption of imported honey. Therefore, the bee-keeper is an example of how this framework provides a new, more complex and organic way of observing the actions and contributions of necessity entrepreneurs in resource depleted regions. 

The second empirical contribution is to answer the research questions presented in the introduction. The answers tell us how the resource structures define the necessity entrepreneurial process and if there are any benefits to the community from this form of entrepreneurship. The questions are answered below: 

Research Question 3: How do resource structures determine the entrepreneurial process in two different peripheries?

All of the entrepreneurs, regardless of periphery, have some of the same resource restrictions which are a part of living in Croatia, e.g., macro-economic, policy, industrial and cultural weaknesses. The town entrepreneurs were different from their agricultural colleagues in that they lived in a more munificent, economically dynamic industrial environment and that they had higher levels of education and career diversity. The town entrepreneurs had larger networks which were often on a national or international scale. The outcome of their business venturing tended toward larger businesses which employed more people. They were also more likely to have grown their businesses from start-up. Therefore, the resource structures in the town periphery determine a process of entrepreneurship which: 
	Is more independent of government interventions.

	Receives resources from a larger variety of channels.

	Tends to lead to business growth.

	Extends beyond regional geographic boundaries

	Employs more people

	Is creative and innovative.

The agricultural periphery entrepreneurs live in a less munificent environment than their town colleagues. Their education levels were lower and the variety of career experience they had was limited. These entrepreneurs were more likely to participate in government supported programs for entrepreneurship development. Their networks were smaller and tended to stay on a regional/local level. Growing their businesses was often not a goal but they did tend to modernize equipment. When government support was not adequate and gathering resources from beyond the region was impossible, they used their strong network ties to create their own resource structures in the form of trade organizations, clusters, and product competitions. These actions display a certain economic creativity and initiative not usually exhibited in the Croatian culture. Therefore, the resource structures in the agricultural periphery determine a process of entrepreneurship which: 

	Is more dependent on government interventions.

	Receives resources from fewer channels. 

	Remains within local/regional boundaries.

	Tends toward the status quo or not growing the business. 

	Depends on the local/regional market.

	Employs less people.

	Is creative and innovative.


It is not a surprise that more munificent peripheries provide more sophisticated entrepreneurial outcomes. This is true in the core and in the periphery. The Slavonian entrepreneurs show us that even though they are 35 kilometres apart differentiation between their geographies and resources is critical in understanding their entrepreneurial process. 

If the agricultural entrepreneurs are only 35 kilometres away from a more munificent environment, what keeps them from enjoying the same resources as the town entrepreneurs?  The answer, I believe, lies in the individuals. Weak resource structures may define the outcome of entrepreneurship but the entrepreneur, to some degree, decides how he/she will navigate around these weaknesses. I believe it is in this action of navigation where the innovative and creative aspects of necessity entrepreneurship emerge. Education is the pivotal resource for more successful navigation and business outcomes. What does education do? The town entrepreneurs show us that higher levels of education direct people to more cognitive, cultural and physical mobility all of which are needed to span these 35 kilometres as well as provide access to resources across national borders. 

Missing Resource Structures in Entrepreneurship Development in Croatia

Another way to understand the entrepreneurial process in these peripheries is by considering the absence of certain resource structures. I learned something from the silence of the entrepreneurs. There is evidence of an absence of four key players in the Croatian entrepreneurship milieu. 

First, the Croatian education system is not an adequate foundation for the economic or entrepreneurial needs of the nation. Various studies point to education weaknesses in economics, management and general leadership (The Global Competitiveness Report, 2008; Riverin, 2007). The entrepreneurs mentioned education only as being a resource in their specific fields (e.g. engineering) but not for general management or entrepreneurship knowledge. Instead they learned by doing, failing and adjusting. More relevant management and entrepreneurship education is missing from university curricula.

Second, the local elected officials’ roles as gatekeepers for developing entrepreneurship in their communities was rarely mentioned and if it was, then with comments about their lack of business acumen. The mayor of one town northeast of Zagreb (Varazdin) has shown that a visionary local politician can be a lynchpin in creating a host of new resource channels for his/her community. Other local politicians seem not to know how to follow this role-model or they seem not to care. 

Third, the media is often absent in presenting the success stories of entrepreneurship in Croatia. There is a weekly TV program on agricultural entrepreneurship and two monthly magazines for entrepreneurs on a national and regional level.  This form of communication appears to be on too small of a scale since national newspapers and the evening news present the anti-social aspects of entrepreneurship to much larger audiences more frequently. During my two week stay in Croatia, I counted 14 articles in one national newspaper (Vecernji List) about negative forms of entrepreneurship and only one positive article.

 Finally, another absent actor in the entrepreneurship milieu is the role of firms. The presence of private initiatives in Croatia is still in its infancy. Left-over Socialist expectations still look to the government as a provider of resources. At present there are several private initiatives, the most successful being the Business Innovation Centre Croatia (BICRO) which is involved in commercializing university research. Still, such successful initiatives are quite rare in urban areas of Croatia and non-existent in the periphery.

Research Question 4: How are the benefits of necessity entrepreneurship characterized for the local community? 

To the best of my knowledge, there are no studies defining the benefits of necessity entrepreneurship in post-Socialist peripheries beyond employing the entrepreneur and perhaps alleviating poverty in his/her family. To see if there is more to this story, the entrepreneurs in Slavonia were asked what benefits they thought their business venturing activities gave society. 

All of the entrepreneurs thought that their business activities had benefits for society. The benefit most often cited (by 19 interviewees) was being able to offer a more secure socio-economic position to their families and in second place, was their pride in being able to provide employment (16). Indeed, this sample of 20 entrepreneurs created 284 jobs for their communities. They share their comments below: 

“I think my children are much better off because I started this business. I can afford to educate them better and maybe, when they can, they’ll do even greater things.”

“I contribute something to everyone. To myself, I give the gift of a job that I enjoy….I employ 20 people, pay out salaries, and have my employees and their families trust me. And I pay my taxes which helps our nation and our community. No one in my family or in my employees’ family is a burden to the state but instead are productive citizens.”

“I think we contribute a lot to society. Beyond giving 52 people jobs, on a more subtle level, we give people new images because of our designs. We hope we inspire them to think differently…surprise them a little. We contribute to society’s evolution in culture.”

Beyond providing for their families, their employees’ socio-economic well-being and pushing cultural boundaries, the entrepreneurs were not aware of the more indirect effects they had on their communities. In other words, they thought they were taking an action due to expediency or need but never realized that these actions were channelling new resources into their community. These resources are listed below: 

	The Creation of New Resource Structures

Three entrepreneurs needed larger networks and more information about their industries than what they perceived could be found in their environment. They proceeded to establish two trade organizations and one cluster.

Two other entrepreneurs thought that their industries needed better quality standards and more information exchanges. As a result, they organized regional and national competitions in their industries: specialty sausage-making and floral arrangement. 

	Carriers of New Knowledge and New Skills

All of the entrepreneurs had to learn something new to start and grow their businesses. Therefore, they contribute to the pool of collective knowledge (e.g.: business, industry knowledge) in their community. 

	Conduits of International and National Business Influences

Those entrepreneurs capable of having networks on a national and international level bring their “multi-cultural” influences back to their community. These influences are reflected in their management style, in the vision/strategies they have for their businesses and in their expectations of their employees. 

	The Entrepreneur as a Role-Model

The entrepreneur’s reach as a role-model is usually within his/her family and community. His/her business venturing activities are visible and available to inspire other individuals in the community.  

	The Entrepreneur as Informal Institution 

The entrepreneurs’ complaints about the formal institutional environment in Croatia suggest that the nation is in a state of cultural transition. The entrepreneurs are witnessing a tension between their own expectations of what society should be with the realities of that society. Only when a critical mass begins to have the awareness the entrepreneurs are exhibiting can Croatia’s informal and formal institutions change. Perhaps even necessity-motivated entrepreneurship can have a role in changing old institutional structures. Learning takes place regardless of the motivation and outcome of business venturing.

8.2 Theoretical Contribution

This paper offers theoretical contributions to two fields; to the field of regional development and to the field of entrepreneurship. Both fields have over-arching fixed ideas on the nature of necessity entrepreneurship and how to approach its development. One field tends to ignore its special needs and the other assumes its unimportance. The field of regional development tends to avoid systematically differentiating entrepreneurship and periphery types. The field of entrepreneurship tends to view necessity entrepreneurship as unimportant because examination remains on the initial motivation for starting the business or the entrepreneurial outcome, and not the process. The process of necessity entrepreneurship is a pivotal point in this paper.

The field of regional development has recognized entrepreneurship’s value in economic development on a regional level. This field has two theoretical tendencies: to promote urban entrepreneurship ideas and development tactics in regional and even peripheral environments (North & Smallbone, 2006) and to focus mainly on regional assets to develop the region  ADDIN EN.CITE (Benneworth, 2004; Cooke, 2001; Johannisson, 2007; Johannisson, Ramirez-Pasillas, & Karlsson, 2002; Johnstone & Lionais, 2004; Malecki, 1994; Saxenian, 1994). Therefore, one of two things happens. Urban entrepreneurship development programs are instituted with little success or entrepreneurship development in peripheries is simply ignored because its assets do not appear to be strong enough to support entrepreneurial action. 

The “one-size-fits-all” tactic of applying urban entrepreneurship development to regions is prevalent because the field has no theoretical position or analytical framework to frame the entrepreneurial process in different contexts. The problem is that when a region is depleted, solutions from more munificent places simply cannot be sustained because so many critical forms of capital are missing. At first glance, the task of understanding necessity entrepreneurship in different peripheries seems too idiosyncratic and path dependent. This study proves that contextual strengths and weaknesses start to become apparent, as do clues to tailored interventions, if there is a differentiation of peripheries and if the thread of the entrepreneur’s resource-gathering efforts is followed. 

Another gap in the field of regional development is that there is almost a “fetishization of regions”​[26]​ and regional resources. The field tends to support entrepreneurship growth by mainly focusing on the importance of regional assets for this development. The entrepreneurs in Slavonia show that the channelling of resources from their national and international networks substituted for some of the deficiencies in their immediate surroundings. These connections and resources were imperative for the health and growth of their businesses. This signals to the field that including resources from beyond the region can be a sound strategy of regional development. For this strategy to be a success, there is an imperative first-step which requires investment in a regional asset. This step is to provide the best and highest possible education to a periphery’s citizens. A part of this education must include helping them achieve cultural and cognitive proximity to as many cores or urban areas as possible.

The field of entrepreneurship tends to assume that necessity entrepreneurship is a weaker form of entrepreneurship because its presence in a nation’s economy points to larger economic and institutional structural problems. Entrepreneurship researchers see necessity as a lower-level motivation for starting a business than, for example, being motivated by an opportunity. In general, the field has given necessity entrepreneurship the characteristics of being “idiosyncratic, unimportant and unproductive”  [e.g.: (Scase, 1997; Shane, 2003; Shane, 2008)]. It is quite helpful to have the necessity/opportunity distinction in the quantitative analysis of the GEM data. This is where the terms were first coined and quite usefully related to the economic development of nations. However, in other research contexts, we run into problems by taking on the assumed theory that opportunity entrepreneurship is “good” and necessity entrepreneurship is “bad”. I mention that this theory is assumed because, in reality, we do not know enough about necessity entrepreneurship to understand its process, evolution and contribution to community resources. The literature tells us that its beginnings emanate from need or not having any other viable options for employment. 

The first contribution to entrepreneurship theory this paper makes is to question this supposition. For example, the Slavonian entrepreneurs were certainly in need of employment before they started their businesses; however, they also had other options. They could have emigrated from Slavonia to seek employment in Zagreb or abroad, they could have entered the gray or illegal economy, and finally, they could have done nothing and taken unemployment support from the government. One could argue that those people who turn their backs on these choices and follow the path of entrepreneurship actually exhibit initiative and creativity, especially when the environment is not conducive, even hostile toward SMEs.

The second contribution this study makes to entrepreneurship theory is to refocus academic discussion away from viewing this form of entrepreneurship as weak, unproductive or unimportant. Mainstream entrepreneurship research sees the motivations and outcomes of necessity entrepreneurship and remains underwhelmed. This study focuses on the venturing process of necessity entrepreneurs. In other words, it focuses on what they do when they are constrained by a weak or unproductive resource environment. It turns out that necessity entrepreneurs in Slavonia do the same things their opportunity/growth colleagues do. Namely, they also seek, recognize, and exploit opportunities to the best of their abilities. They even show signs of innovative behaviour by “creatively creating”​[27]​ new structures to support their venturing activities. Some examples of their particular brand of innovation​[28]​  include: creating their own product competitions, starting their own trade organizations and clusters, and in a few cases, product/service innovations were present. 

When viewing entrepreneurial outcomes, necessity entrepreneurs in peripheries are different from their urban, opportunity counterparts because their venturing results are more modest, they grow their businesses more slowly, if at all, and their impact on technology and GDP is limited. Yet, it is undeniable that they provide some economic dynamic to an otherwise stagnant region. In addition, an interesting aspect of necessity entrepreneurship in transition contexts is that these entrepreneurs have great potential in growing their businesses due to their generally high human capital levels, and in the valuable learning and experience gathered in running a necessity motivated business (Smallbone & Welter, 2006). Therefore, necessity entrepreneurs in Croatia show some promise in contributing to the economic development of their peripheries and require different analysis tools and support measures than what is used and witnessed in the munificent urban core.

8.3 Insights for Policy-Makers and Development Practitioners

In Croatia, support measures from policy makers and development practitioners have largely been characterized by implementation duplications resulting from a lack of coordination from the ministry to the regional level. The design of entrepreneurship development strategies appears to mainly take place at higher levels of government or academia without much input from the entrepreneurs themselves. If we care to listen, the necessity entrepreneurs in Slavonia give us valuable information on how and where to provide more relevant and targeted support.  

First, the entrepreneurs tell us that more general entrepreneurship development programs are not needed. Instead their wishes for support took on more specialized forms: 
	The wish that policy-makers would “just listen to us”. This can be interpreted as designing and implementing programs with the buy-in of the entrepreneurs they are intended to help.

	A real commitment from the government to control corruption and make the judiciary and other pertinent institutions more efficient. 

	Low interest loans are not enough because more flexible forms of financing are necessary to support the varieties of entrepreneurs and industries in different peripheries. They need revolving lines of credit with some flexibility on repayment.

	Help in networking nationally and internationally within their specific industries. The most cited wishes for support were: providing the forums for national and international networking, helping with introductions, and financial support for travel costs to networking events.

	Help in market development, especially in entering international markets. The entrepreneurs thought streamlining all of the institutions involved in international trade would make the most impact. 

Some general considerations for policy decisions or interventions should take into account the following: 

	Avoiding the “amputation and transplantation” of development interventions from other nations or regions without a thorough assessment if they are relevant for and can be supported by the peripheral resource structure in question. 

	Preparing people to operate over regional and national boundaries by providing the opportunity to have foreign language proficiency, different career experiences, travel.

	Providing systematic entrepreneurship education through the national education curriculum.

	Training local politicians to be entrepreneurial and to be sensitized to the entrepreneurs in their communities. 

	Enlisting the media’s help in spreading the “good news” of entrepreneurship in Croatia especially in the peripheries.









APPENDIX A
Interview Participants 

Interview No.	Village or Town	Age	Gender	Education	Industry	# of People Employed
	Agricultural 					
1.	Feričanci	38	F	Primary & Craft School	Dairy/ Cheese making	1
2.	Našice	51	M	2 yr. college degree	Construction	22
3.	Lila	56	M	Secondary School	Dairy	2
4.	Orahovica	45	M	University	Manufacturing	31
5.	Feričanci	66	M	Primary School	Pig Breeding	2
6.	Djurdjenovac	65	M	Trade School	Specialty sausageproducer	1
7.	Našice	64 & 60	M & F	Trade SchoolPrimary School	Bee keeping and honey producing	4
8.	Našice	37	M	2 year college	Café owner	7
9.	Feričanci	45 & 41	M & F	Secondary School	Fruit & Vegetable Farmers	2
10.	Feričanci	48	M	University – Masters	Vintner	2
	Medium	Sized	Town			
11.	Ilok/Osijek	48	M	University	Multiple Entrepreneur	100
12.	Osijek	40	M	Technical School	Design & Printing	52
13.	Osijek	49	M	University	River Transport	5
14.	Osijek	52	M	Technical School	Retailer/Trader	18
15.	Osijek	48	F	Secondary School	Pyramid scheme retail	1
16.	Osijek	45	M	2 yr Tech School	Graphic Design	1
17.	Osijek	32	M	University	Flower Design	5
18.	Osijek	48	M	University	Builder	15
19.	Osijek	48	M	University	Printing & Publishing	7
20.	Osijek	45	M	University	Specialty Travel Company	6
Note: 10 participants come from an agricultural periphery 
          10 participants come from a medium-sized city in the periphery 




APPENDIX B

QUESTIONNAIRE

Introduction Questions
What is your name?
What is the name of your business?
Where is your business?
When did you start your business (license)?
Why did you start your business?
How old are you?
1.0 Pre-Opportunity Recognition to Opportunity Recognition
Introduction: The Search Process

Do you remember when you got your business idea? Tell me the story of how you came to the idea.
 

1.1 Individual Capabilities – Human Capital
	1.1.1 Psychological factors (How they view themselves)
		1.1.1.1 Personality/Motivation Scale 1-10 (low to high)
			Extroversion
			Need for Achievement
			Risk-taking
			Self efficacy
			Pessimist/optimist
	1.1.2. Education
		What kind of education and/or training have you received?
	1.1.3. Experience
		1.1.3.1. Career experience
			Describe your career experience.
		1.1.3.2. General business experience
			Have you had any general business experience?
		1.1.3.3. Industry experience
			What experience do you have in this industry before starting your 					own business?
1.2 Environmental Factors
		1.2.1. Socio-Cultural
		 	1.2.1.1. Views of entrepreneurship
				2.1.3.1.1. Individual entrepreneur
				What are your views on entrepreneurship?
				2.1.3.1.2. Entrepreneur’s community
				What do you think the general view of entrepreneurship is 					in your community?
			1.2.1.2. Views of risk-taking (Same questions as above)
				1.2.1.2.1. Individual entrepreneur
				1.2.1.2.2. Entrepreneur’s community 
			1.2.1.3 Views of failure (Same questions as above)
				1.2.1.3.1. Individual entrepreneur
				1.2.1.3.2.. Entrepreneur’s community
		1.2.2 Economic 
		What is your view of the economic landscape in Croatia for 					entrepreneurship?
		1.2.3. Political
			What is your view on the political landscape in Croatia for 						entrepreneurship?
What policies are you aware of which were made to develop entrepreneurship in Croatia? What do you think of them?
1.2.4. Social Network
			1.1.5.1. Social Position
			How would you describe your socio-economic position in relation 					to your fellow citizens in this town?
			1.1.5.2. Social Network used for resource search in this phase
Which people/firms provided you with resources in this phase of business?

	
2.0 Start-Up Phase: Opportunity Recognition to First Day of Business
2.1 Individual Capabilities
	2.1.1. Individual Factors
		2.1.1.1 Education/Training
		Did you get any training for starting up a business?
		2.1.1.2. Start-Up Experience
		Have you ever had experience starting a business before?
		Which skills were most important to you in the start up phase?
		How did you develop this/these skills?
		Which skill/s did you think were missing?
		2.1.1.3. Vicarious Learning
		Did you have a role model whom you observed going about starting a 				business?
	2.1.2. Search Processes
	Where did you get the information for this phase of business development? 
	2.1.3. Social Network:
	Who helped you in this phase of developing your business? What was their 	relationship to you? How did they help?

2.2 Environmental Factors
	2.2.1. Industry conditions
	What were the conditions in the industry when you started your business? Explore the following points:
		2.2.1.1 Life-cycle
		2.2.1.2. Demand conditions
		2.2.1.3. Knowledge conditions
		2.2.1.4. Structure
		What linkages did you make to help you in this phase?
	2.2.2 Resource conditions
	What resources did you use during the start up phase and where did they come from? Explore the following points:
		2.2.2.1. Self-financing
		2.2.2.2. Contracts with individuals
		2.2.2.3. Contracts with institutions


3.0 Management Phase: First Day of Business until October 2007
3.1 Individual Capabilities
	3.1.1. Individual Factors
		3.1.1.1 Education/Training
		Did you get any training for managing a business?
		3.1.1.2. Business Management Experience
		Have you ever had experience managing a business before?
		Which skills were most important to you in the management phase?
		How did you develop this/these skills?
		Which skill/s did you think were missing?
		3.1.1.3. Vicarious Learning
		Did you have a role model whom you observed going about managing a 			business?
	3.1.2. Search Processes
	Where did you get the information for this phase of business development? 
	3.1.3. Social Network:
	Who helped you in this phase of managing your business? What was their 	relationship to you? How did they help?

3.2 Environmental Factors
	3.2.1. Industry conditions
	Were there any changes in your industry from start-up through today? 	Explore the following points:
		3.2.1.1. Life-cycle
		3.2.1.2. Demand conditions
		3.2.1.3. Knowledge conditions
		3.2.1.4. Structure
			 What linkages did you make in this phase?
	3.2.2 Resource conditions
	What resources did you use during the management phase and where did they 	come from? Explore the following points:
		3.2.2.1. Self-financing
		3.2.2.2. Contracts with individuals
		3.2.2.3. Contracts with institutions

4.0 Closing Questions
	4.1 What have you learned by going through this process? 
	4.2 Is there anything that you would have changed?
	4.3 Where could you have used more help or support?
	4.4 How could it have been provided to you?
	4.5 What do you think you contribute to yourself, your family and your society by 	having a business?
	4.6 Since you’ve started your business, do people view you differently?

Notes to myself:
Take business card
Leave my business card
Take a photo
Leave a chocolate behind
Take time for assessment of interview
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^1	  Necessity, lifestyle, and non-innovative entrepreneurship are the terms used in this paper for the type of entrepreneurship which is not what the literature deems to be “growth or opportunity” oriented. 
^2	  The lifestyle entrepreneur is different from the necessity entrepreneur in that he has other options for employment but chooses to start a business for lifestyle reasons. This form of entrepreneurship is not innovation, growth-oriented, stays small and employs few people, just like the necessity entrepreneur.
^3	  Boettke & Coyne focus on government institutions.
^4	  The authors found that from 1990-2003, only 43 articles addressing entrepreneurship in emerging economies have been published out of a total of 7,482 in nine of the leading journals.
^5	  This insight was given to me from a discussion with my PhD mentor – Professor Anne Lorentzen.
^6	  Slavonia is a predominately agricultural region in Eastern Croatia. Two areas in Slavonia are presented in this study as examples of an agricultural periphery and a medium-sized town in the periphery. Slavonia should not be confused with Slovenia – a nation to the north of Croatia.
^7	  Source: Croatian National Bank Statistical Yearbook 2007
^8	  According to GEM 2007, it is a common myth to believe that businesses close in high numbers in the first years of operation. Research from England shows that 10% of businesses de-register with the tax authorities after their first year. Most British adults believe that that number is 50%. A study done by the SBA in the US, found that two-thirds of new businesses survive the first two years and half survive a minimum of 4 years (Headd, 2003).
^9	  It needs to be stated that the policy and entrepreneurship discussion is vast and to touch upon all of the points even briefly is beyond the scope of this paper If the reader is interested in this topic, a good place to begin is: (Storey, 1999)
^10	  For an excellent literature review on the nexus of entrepreneurship and culture, please see Hayton, George, Zahra, National Culture & Entrepreneurship: A Review of Behavioral Research, Entrepreneurship, Theory and Practice, (Summer 2002).
^11	  Paper presented at the XXIII RENT Conference in Covilha, Portugal, November 2008. Not yet available on conference website.
^12	  For a more detailed discussion on education’s effects on entrepreneurship, please see Shane 2003 pp. 69-75. Shane focuses only on the positive effects of education.
^13	  Research has shown that functional experience in marketing, product development, and management is more valuable for entrepreneurial opportunity exploitation than experience in accounting or finance. (Shane 2003, Klepper & Sleeper 2001, Reynolds & White 1997)
^14	  Egalitarianism: transcendence of selfish interests for the good of society
^15	  Mastery: an individual’s active assertion in changing the environment.
^16	  Intellectual autonomy: an emphasis on the individual having the right to pursue his own ideas.
^17	  Social networks were discussed in the industrial part of this section.
^18	  Please see Figure 2 for the map of Croatia
^19	  The agricultural periphery entrepreneurs come from the following villages or towns: Nasice, Orahovica, Fericanci, Osijek, Ilok, Lila.
^20	  The Global Entrepreneurship Monitor uses 42 months to mark the end of the phase called early stage Total Entrepreneurial Activity. The GEM researchers consider anything after 42 months to be the beginning of the business management phase. I followed their considerations because I was searching for inputs from successful and experienced business people reflecting on their past with enough distance to explain iterations of their entrepreneurial process. 
^21	  The entrepreneurial process was linked with the definition of entrepreneurship at the beginning of this paper. As a reminder, the entrepreneurial process is the seeking, identification and/or creation and exploitation of resources for a profit.
^22	  In this section, the terms individualism and having an internal locus of control are interchangeable, as are uncertainty avoidance and risk aversion. 
^23	  Varazdin and its surroundings are renown for being a hotbed of entrepreneurial activity. The local politicians, especially the mayor, are very active in economically and socially developing this region. National cultural lore describes Croats from Herzegovina as being excellent business people, even if that same lore places their dealings in somewhat shady circumstances.
^24	  The design team won second place at an international design competition in Los Angeles.
^25	  Entrepreneurial personalities as defined by Busenitz & Barney (1997) and Shane (2003).
^26	  This term is attributed to another researcher whom I no longer can recall. 
^27	  I coined this term to describe what the entrepreneurs do in peripheries where resources are so depleted. There is little to “creatively destroy” but plenty of room to “creatively create”. 
^28	  It was beyond the scope of this paper to delve deeper into the field of innovation especially when innovation is not considered to be a part of the domain of necessity entrepreneurship in peripheries. Here, innovation is considered to be something new to the community/region in question. 
